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Union Gas has long served the steel 
industry in Hamilton and recently began 
supplying natural gas to The Steel 
Company of Canada’s new 
steel-making complex at Nanticoke. 
The Nanticoke plant will use gas for 
several purposes including (as shown 
on the cover) pre-heating the giant 
ladies which transfer molten steel from 
the basic oxygen furnace to the 
continuous slab caster. In addition to 
‘‘gearing up”’ to meet the growing 
needs of the new steel plant, Union is 
also planning and building the pipeline 
systems which will be needed to keep 
pace with other industrial, commercial 
and residential development forecast 
for Nanticoke. For more details, see 
page nine. 

Annual meeting of shareholders 
Shareholders are cordially invited to 
attend the Annual Meeting to be held at 
the Head Office of the Company, 50 
Keil Drive North, Chatham, Ontario, on 
Wednesday, June 25, 1980 at 11 
o'clock a.m. (Eastern Daylight Time). 
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Union Gas Limited 


Union Gas Limited was incorporated in 1911, and has its Head Office in Chatham, 
Ontario. AS Canada’s second largest natural gas utility, Union distributes gas to 
some 453,000 residential, commercial and industrial customers in Southwestern 
Ontario. In addition, Union operates storage and transmission facilities for use in 
serving its own markets as well as providing storage and transportation service 


under contract to other utilities. 


In Western Canada, Union has significant involvement in gas and oil exploration 
activities through joint ventures, including two large programs and a number smaller 


in scope. 


The Company’s land development subsidiary, Major Holdings & Developments 
Limited, operates in the area served by Union and is involved in industrial, 


commercial and residential properties. 


Comparative highlights 


Year ended March 31 


Operations ($000’s) 1980 1979 
Operating revenues $692,611 $622,692 
Funds provided from operations 54,768 67,240 
Net income from: Utility 25,118 26,093 
Major Holdings (1,407) 532 
Total Net income $ 23,711 $ 26,625 
Common share statistics | 
Weighted average number of common shares 
outstanding 18,273,882 17,948,962 
Per share data 
Funds provided from operations $3.00 $3515 
Earnings from: Utility 1.05 lisike| 
Major Holdings (.08) 03 
Basic earnings .97 24 
Fully diluted earnings .96 eS 
Dividends declared 74 14 
Marketing 
Total customers at year end 453,195 439,545 
Natural gas sales 
million Cubic metres 7 036 6 725 
million Cubic feet 249,786 238,785 
Capital expenditures ($000’s) 
Utility properties 57,274 60,340 
Western Canada resource exploration 
and development 22,422 34,459 
Total assets ($000’'s) $855,785 $748,098 


To the shareholders 
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C. Malim Harding, Chairman; W. Darcy McKeough, President and Chief Executive Officer 


For Union Gas shareholders the two 
most significant facts about the 1980 
fiscal year were these: 


Nationally, there was a clear trend to 
greater use of natural gas as the 
Canadian public recognized the 
importance and desirability of switching 
to our abundantly available product and 
relying as little as possible on oil. 


The Company reassessed itself, 
commenced a process of 
organizational and operational change, 
and focussed on goals and priorities 
broader and potentially more rewarding 
than those of the past. 


Early in the current fiscal year, in line 
with these goals and priorities, Union 
agreed to acquire a 10.7 per cent inter- 
est in Numac Oil & Gas Ltd. of Edmon- 
ton, through the purchase of one million 
Numac common shares. Numac is an 
aggressive and highly successful Cana- 
dian independent oil and gas producer 
and is also active in uranium explora- 
tion and oil field construction. 

At the same time, Union arranged for 
Precambrian Shield Resources Ltd. of 
Calgary to manage Union’s existing oil, 
gas and coal interests in Western 
Canada. 

The year ended March 31 is 
reviewed in detail in the specialized 
sections of this report. In brief, it 
resulted in record sales but 
unsatisfactory earnings. Average sales 
per customer continued to decline, 
reflecting conservation. However, the 
development of some important 
additional industrial sales, combined 
with a heavy volume of residential 
conversions, primarily from oil to 
natural gas, enabled Union to sell more 
gas than in any previous year. 

Organizational changes which 
became effective April 1, 1980, 
delineate clearly the utility and the 
overall corporate functions. 

The corporate group’s role, besides 
including responsibilities for general 
support for utility operations, will involve 
developing and administering non-utility 
operations. 

The utility remains Union’s main 
business and the basis of its future 
expansion. However, even in a period 
of unprecedented market acceptance 
Union is closer to the limits of its 
potential market penetration than are 
other eastern utilities. 


Through the decade of the ’80s there 
will be significant opportunities for 
growth in the industrial energy market 
as a result of less severe competition 
from residual oil and from renewed 
strength of the industrial economy of 
Canada. We will also add substantial 
numbers of residential customers year 
by year as conversions to gas continue 
and the pace of residential construction 
improves beyond its present sluggish 
level. While the investment involved will 
add to the Company’s rate base and to 
its potential earnings, increases in 
residential sales volumes will continue 
to be partially offset by the ongoing 
conservation trend. 

However, if customers using gas in 
one application can be persuaded to 
use gas for other purposes as well, 
additional volumes can be sold. Gas 
offers a price advantage and the 
Company’s sales and marketing efforts 
are directed to this most desirable form 
of sales growth. 

Union continues to work with officials 
at both the provincial and federal level 
in attempts to develop an incentive gas 
pricing program which, if introduced, 
may make it economically feasible to 
extend gas lines to communities and 
areas not presently served. While the 
incentive program is not likely to 
moderate or reduce the Company’s 
costs of serving existing Customers, nor 
the rates paid by the customers, it will 
enable more consumers in Union's area 
and elsewhere to enjoy the secure 
supply and other benefits of gas. 

A major element in the reorganization 
of Union’s management involves 
realignment and mobilization of internal 
resources for greater effectiveness in 
our approach to the regulatory process. 

The regulation of public utilities must 
change to reflect new conditions in the 
economy, new factors in the national 
and world energy situation and new 
expectations on the part of government, 
industry and the public with regard to 
the role of regulation in the energy field. 
Indeed many changes have already 
taken place as regulatory authorities 
adjust to the new conditions. There are 
problems with regard to regulatory tim- 
ing and with the application of old princi- 
ples in new circumstances. This presents 
a Challenge not only to regulatory au- 
thorities but to all involved in the process 
— including regulated companies like 


Union Gas, government and customers 
who are in the practice of intervening in 
regulatory proceedings. 

A substantial portion of the decline in 
Union’s 1980 earnings is attributable to 
the fact that rates of return found fair 
and reasonable by the Ontario Energy 
Board could not be achieved because 
the Company was not permitted to put 
new rates into effect early enough. 

For example, Union applied March 
29, 1979 for a major review of the 
Company’s financial position. Hearings 
were to begin September 17 but 
presentation of evidence did not 
commence until October 15 and the 
hearing continued until December 17. 
Union had requested $31 million in rate 
increases to cover higher operating 
costs since the last full review of the 
Company’s rates by the OEB. In an 
interim decision late in December the 
Board approved an increase of $14 
million in our rates. A final decision 
released in April confirmed the interim 
amount and authorized a further 
increase of $3.5 million. While all of this 
amount — $17.5 million — theoretically 
represents additional charges which 
would have been fair and reasonable 
for the Company to collect, the interim 
rates which became effective January 
1, 1980 enabled the Company to 
collect only an additional $6 million 
during fiscal 1980. Had the new rates 
been in effect October 15, 1979 the 
return after taxes would have been 14¢ 
per share higher. 

In April of this year a new sale 
agreement for the synthetic natural 
gas being purchased from Petrosar 
Limited was negotiated with 
Transcontinental Gas Pipe Line of 
Houston (Transco). The sale requires 
approval by regulatory authorities in 
both Canada and the United States. 
Union and Transco are proceeding 
quickly with the necessary 
arrangements. 

Major Holdings & Developments 
Limited, a subsidiary, had a 
disappointing year, the effect of which 
on Union was a reduction of 11 cents 
per share from the previous year. The 
past year’s results in the land 
development industry were generally 
unsatisfactory. Management of Major 
has been strengthened and the 
fundamental value of the company is 
reflected in its assets. 


Because of Union’s relatively mature 
market position it appears that, over the 
next five years, the utility’s annual 
capital requirements will be relatively 
less onerous than in the recent past. 
Following its acquisition of a significant 
participation in Numac Oil & Gas Ltd., 
Union is in a position to expand further 
its role in non-utility areas. Past 
diversification moves included the 
Company’s 99.7 per cent ownership of 
Major Holdings; its joint venture 
participation in oil and gas exploration 
programs with Hudson’s Bay Oil and 
Gas Company Limited and with 
Canadian Reserve Oil & Gas Ltd.; and 
its other energy exploration and 
development activities. The agreements 
with Hudson’s Bay and Canadian 
Reserve end this year. Other 
diversification opportunities are being 
examined. While there is a priority of 
interest in Western Canadian energy 
resources, the Company is prepared to 
consider various options as it seeks to 
broaden its base. 

This annual report deals with 
industrial development in our region — 
particularly the new Nanticoke plant of 
Stelco, a major gas customer. 
Nanticoke represents economic growth 
and technological advancement and is 
dynamic evidence of the strength and 
potential of the area Union Gas serves. 

Periods of transition present 
companies and their people with 
special responsibilities and challenges 
as well as with remarkable 
opportunities. Union is fortunate in the 
dedication, adaptability and 
competence of its employees. The 
Directors, on behalf of all the 
shareholders, extend their appreciation 
to the staff of the company. 


On behalf of the Board of Directors, 
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Chairman of the Board 
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President and Chief Executive Officer 
Chatham, Ontario, May 14, 1980 
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Review of operations 


ANNUAL VOLUME OF GAS SALES 300 


Billions of cubic feet 


Other gas companies 
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GAS SALES VOLUME (billions of cubic feet) 
Year to % increase 


March 31 % of (decrease) 
Class of customer 1980 total from 1979 
Residential 50.0 20.0 0.1 
Regular rate — Commercial and 
Industrial 61.9 24.8 0.2 
Contract — Commercial and 
Industrial 131.4 52.6 89 
Other gas distributors for re-sale 6.5 2.6 eS 
Total 249.8 100.0 46 


GAS SALES REVENUE ($ millions) 
Year to % increase 


March 31 % of (decrease) 
Class of customer 1980 total from 1979 
Residential 176.6 27.0 76 
Regular rate — Commercial and 
Industrial 171.0 26.1 73 
Contract — Commercial and 
Industrial 292.2 44.6 17.0 
Other gas distributors for re-sale 153 20 Sil 
Total 655.1 100.0 TAS 


Gas sales 

Fiscal 1980 set a new record level for 
gas sales. Total volume of 249.8 Billion 
cubic feet (BCF) was 11 BCF, or 4.6%, 
above the 1979 level of 238.8 BCF 
(restated for accounting changes). The 
gain is impressive in light of continuing 
conservation practices in all categories 
of sales. We are continually being 
advised by industrial and commercial 
customers of measures taken to reduce 
their energy bills due to rising gas 
prices. The Company recognizes its 
responsibility to assist Customers in 
using natural gas wisely and efficiently. 

In the large volume commercial- 
industrial markets 19 new accounts 
were added as a result of aggressive 
sales efforts. The sales gain of 11 BCF 
for the year was almost entirely in this 
category and was achieved despite the 
conservation effect and strong 
competition from residual oil. Based on 
the long-term industrial growth potential 
in its service area, the Company looks 
forward to continued growth in sales. 

In the regular rate commercial- 
industrial markets, sales of 61.9 BCF 
represented a marginal increase of .2% 
from a year ago. 

Residential sales of 50 BCF were 
relatively unchanged from those for the 
1979 fiscal year. In the year ended 
March 31, 1980 the weather was 1.6% 
warmer than in 1979, although 3.0% 
colder than normal. A study of the 
effects of conservation on the 
residential market indicate that sales 
growth through the addition of new 
customers will offset these effects and 
result in modest sales growth in this 
market. The study also notes that 
average residential consumption 
(normalized for weather) is currently 
some 89% of the 1974 level. 

Heavy penetration of the new 
housing market continued throughout 
fiscal 1980, with 80% of new 
single-family homes being heated with 
natural gas. As well, the heating 
conversion market grew rapidly, with 
some 5,000 residential customers 
converting to natural gas. The 
Company is very aware of the potential 
in this market, in line with the stated 
government policy of substitution of 
natural gas for imported oil. Marketing 
and sales activities stress the 
competitive advantages of natural gas, 
as well as dependability of supply. 


During fiscal 1980 the Company 
continued to increase its activity in the 
sale of natural gas equipment, through 
direct field sales and Union Gas 
‘Appliance Centres’. There are now 31 
Centres located throughout the service 
area. As well as building and 
maintaining essential base load in the 
residential category, merchandising 
activities are an increasingly important 
segment of revenue. Unit sales of 
merchandise rose 10% over the 
previous year, with encouraging growth 
recorded in base load appliance sales. 


System expansion and renewal 

In the 1980 fiscal year total capital 
expenditures for utility expansion and 
renewal programs amounted to $57.3 
million. Union Gas now serves a total of 
453,195 distribution customers, as well 
as providing storage and transmission 
service to several other utilities in 
Eastern Canada. 

As the number of customers 
continues to increase, planning and 
control systems in place throughout the 
Company are continually monitored and 
updated for greater operating efficiency. 
Productivity improvement is the subject of 
ongoing programs in all areas. 


Distribution facilities. To provide 
service to the 15,500 new customers 
added during the year, capital costs of 
$18.4 million were incurred for 
distribution lines, service lines, meters 
and regulators. 

While the number of Union’s 
customers continued to grow, there 
was a decline in new housing starts. 
However, conversions from other fuels 
more than offset the reduction in new 
housing attachments. 

The continual program to upgrade 
facilities serving existing Customers 
required expenditures of $17.1 million 
in the 1980 fiscal year. 


Transmission and storage facilities. 
As well as 2 876 kilometres of 
transmission mains, Union operates 10 
underground storage pools. As the 
chart on page 5 shows, maximum day 
send-out in fiscal 1980 increased 2.7% 
over the system peak day last year, toa 
total of 2.6 BCF. The peak day delivery 
from storage was 1.7 BCF. 

The strategic importance of Union’s 
transmission and storage system was 


MAXIMUM DAY SEND OUT 3.0 


Billions of cubic feet 


GAS SUPPLY Volumes in billions of cubic feet 
Year to Year to 

March 31 % of March 31 % of 
Source: 1980 total 1979 total 
TransCanada 236.4 95.0 242.3 95,1 
Ontario producers 42 17 48 1.9 
Petrosar 76 3.1 6.7 2.6 
Total 248.2 99.8 253.8 99.6 
Produced from company 
wells 0.6 0.2 0.9 0.4 
Total gas supply” 248.8 100.0 254.7 100.0 


“Excluding gas transmitted and stored for other companies 


graphically illustrated during the 
emergency occurring on February 26, 
1980 as a result of failure of the Alberta 
Gas Trunk Line compressor station at 
Princess, Alberta. Due to the failure of 
that station, deliveries of Western 
Canada gas to TransCanada PipeLines, 
as well as to customers in the United 
States, were severely disrupted. 
Throughout the period of disruption, 
which lasted for 8 days, deliveries to 
Union’s own firm customers were fully 
maintained and the use of Union’s 
system allowed service to be continued 
to other utilities in Eastern Canada, e.g. 
The Consumers’ Gas Company, the 
Kingston P.U.C., Northern & Central 
Gas Company in Ontario and Gaz 
Métropolitain, inc. in the Province of 
Quebec. The value of the integrated 
system, in providing reliability of service 
under such conditions, was amply 
demonstrated. 

Expenditures in fiscal 1980 related to 
the transmission and storage system 
totalled $10.0 million. 

Expansion of the transmission 
system included the installation of 17.3 
kilometres of 42” high pressure main 
from the Lobo compressor station to 
the London valve site. This project, 
which is part of the looping of the main 
Dawn-Trafalgar transmission system, 
involved considerable environmental 
planning by Company personnel and 
consultants as well as extensive 
protective measures during the 
construction. Union Gas has a 
commitment to programs designed to 
minimize the environmental effects of 
construction projects. 


Future expansion. Studies continue 
into government proposals for incentive 
pricing of natural gas in relation to other 
energy sources. While details of such 
proposals have by no means been 
settled, should they be enacted 
increased gas sales should result. 
Research carried out by your Company 
indicates substantial potential in its 
service area. However, to realize that 
potential will require the utmost 
co-operation on the part of government 
and regulatory authorities. Given the 
proper climate for the investment 
needed, Union is fully prepared to 
expand its facilities in order to serve this 
potential market. 


Gas supply 

TransCanada PipeLines (TCPL) 
supplies 95% of the natural gas 
purchased by Union. Of the total 
volume of gas supplied to the Company 
in fiscal 1980, TCPL provided 236.4 
BCF; local Southwestern Ontario 
production amounted to 4.8 BCF and 
volumes received from Petrosar Limited 
amounted to 7.6 BCF equivalent, or 
3.1% of total supply. 

Union is able to assure its customers, 
both present and potential, of available 
natural gas supplies well into the future. 
Adequate reserves for Canada’s needs 
have been confirmed by the National 
Energy Board. The Company faces no 
problem of supply in expanding its 
markets and is committed to an 
aggressive marketing policy to increase 
sales in all categories. 

In 1974, in contrast to the present 
supply picture, it appeared that there 
would be a shortage of natural gas in 
Ontario in the early 1980’s. In order to 
secure future Supplies for its customers, 
Union contracted with Petrosar Limited 
to purchase synthetic natural gas 
(SNG). Deliveries commenced in 1977 
and the contract has a further 13 years 
to run, expiring in May 1993. 

During the year under review Union 
received approval from the National 
Energy Board (NEB) to export SNG 
under a contract between the Company 
and Northern Natural Gas Company of 
Omaha. By order dated January 15, 
1980 the Economic Regulatory 
Administration (ERA) of the U.S. 
Department of Energy approved 
imports by Northern at $3.45 (U.S.) per 
MMBTU’S. However, before all required 
U.S. regulatory approvals were 
received, the Government of Canada 
increased the international border price 
to $4.47 (U.S.) per MMBTU’S, with the 
result that ERA withheld approval of 
SNG imports at that price level. Early in 
March 1980 Union re-applied to the 
National Energy Board for approval to 
export SNG at the lower border price 
previously approved by ERA but this 
application was denied. As a result 
Northern Natural declined to extend the 
sale agreement beyond March 15, 
1980, which agreement was therefore 
terminated on that date. 

On April 16, 1980 a sales contract for 
a 13 year term (the balance of the 
Petrosar supply contract years) was 
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NUMBER OF CUSTOMERS SERVED 510 


Thousands 


entered into with Transcontinental Gas 
Pipe Line Corporation (Transco), of 
Houston. This contract anticipates 
year-round sales of up to 10 BCF, 
which will commence November 1, 
1980 (on the basis of all necessary 
approvals having been granted by such 
date). The volumes to be sold are to be 
exported by Union through its existing 
transmission line interconnection with 
the Panhandle Eastern pipeline system 
which crosses the Detroit River at 
Windsor, Ontario. At this time the 
Company cannot estimate when all 
required approvals for this sale may be 
received. 

Although the sale to Transco, when 
approved by the regulatory authorities, 
means that the premium priced SNG 
volumes will not need to be marketed in 
the Company's own service area, on 
April 28, 1980 the Company filed an 
application with the Ontario Energy 
Board. This application is to determine 
proper rate making treatment in relation 
to costs to date associated with the 
Petrosar purchases as well as the 
proper disposition for rate making 
purposes of future costs and revenues 
related to the purchase and sale of the 
SNG supply. 

On May 8, 1980 an application was 
forwarded to the National Energy Board 
requesting amendment to licence 
GL-50 to accommodate the Transco 
sale. 


Note 2 to the Consolidated Financial 
Statements provides complete 
information regarding the purchasing 
and accounting arrangements related 
to the Petrosar SNG supply. Your 
attention is directed to that Note. 


Major Holdings & Developments 
Limited 

Major Holdings & Developments 
Limited is a 99.7% owned subsidiary of 
the Company and at the present time 
conducts real estate development 
operations in Southwestern Ontario. 
Major is engaged in land development 
and industrial/commercial investment 
properties, including industrial, office 
and business parks, leasebacks and the 
construction of industrial /Commercial 
investment properties for its own 
portfolio. It ceased residential building 
operations as of October 1, 1979 and is 
in the process of selling its remaining 
residential investment properties. 

Major’s assets totalled $120 million at 
March 31, 1980. This is a 317% growth 
since majority interest was acquired by 
Union in April of 1976. (Note: assets as 
of April 1976 were $37 million). 

Land development operations, 
commencing with the acquisition of 
unimproved lands in and near urban 
centres, are carried on by the Company 
in 12 different municipalities in 
Southwestern Ontario. With 
headquarters in Waterloo, Ontario, 
Major’s principal sphere of operations 
has historically been in the cities of 
Kitchener, Waterloo and Cambridge. At 
March 31, 1980, Major held an 
aggregate of some 3,200 acres of land 
for sale and 560 lots for sale to builders 
for residential construction. 

Major's portfolio of investment 
properties includes three office 
buildings containing 174,000 sq. ft. of 
space located in Kitchener, Waterloo 
and Sarnia. Also included are ten 
industrial/commercial buildings 
comprising some 485,000 sq. ft. 
located in Waterloo, Sarnia, Windsor 
and Chatham. 

During the past year, the 
management of Major was re-organized 
to better equip the Company to handle 
its expansion and growth plans in the 
80's. The management of Major intends 
to place a greater emphasis on the 
growth of its commercial investment 


property portfolio which will give the 
company a more stable earnings and 
cash flow base from which to grow. 


Regulation | 

On April 22, 1980, the Ontario Energy 
Board issued its Reasons for Decision 
on the first phase (Phase |) of the 
Company’s March 29, 1979 main rate 
application for a full review of its rates. 
The Energy Board found that the 
Company was entitled to earn 10.79% 
as a fair return on its year-end utility 
rate base of $632 million based on a 
projected 1980 test year. 

The Decision also established that 
the annual revenues generated by rate 
schedules in effect May 1, 1979 and 
approved in the last main rate 
application would produce $17.7 million 
less than the Company was entitled to 
earn based on the 1980 test year. The 
Board had permitted the Company to 
increase its rates January 1, 1980 on 
an interim basis to commence 
recovering a portion of this deficiency. 
The interim increases approved will 
generate additional gross revenues of 
approximately $14.2 million on an 
annual basis assuming normal weather 
conditions. The Company has applied 
to the Energy Board for further interim 
rate increases to commence recovering 
the balance of the $17.7 deficiency 
now determined by the Board. 

The Company has also applied to the 
OEB for commencement of the second 
phase (Phase II!) of the main rate 
application. The Phase II proceedings 
will determine the allocation of the 
required revenue among the various 
classes of customers and the final rates 
to be approved. 

During the fiscal year the Ontario 
Energy Board authorized two interim 
rate increases to enable the Company 
to pass on higher gas costs resulting 
from the increased charges by its 
suppliers August 1, 1979 and February 
1, 1980. By Order dated August 15, 
1979 the Board approved new rate 


- schedules expressed in the System 


International (Sl) unit of measurement 
(metric). 


Exploration and development 


Oil and gas. Total Western Canadian 
exploration and development 


expenditures in fiscal 1980 were $22.4 
million, compared with $34.5 million in 
the previous year. 

In June 1977, Union Gas entered into 
a joint venture partnership drilling 
program with Hudson’s Bay Oil and 
Gas Company Limited (HBOG) and in 
June, 1978 a further joint venture 
partnership arrangement was made 
with Canadian Reserve Oil and Gas Ltd. 
(CROG). Expenditures of $19.4 million 
related to these two programs in fiscal 
1980 are being capitalized in 
accordance with the full cost method of 
accounting. 

Other than the two major joint 
ventures with HBOG and CROG, Union 
participates in oil and natural gas 
exploration and development activity in 
Western Canada with a number of 
other companies. Expenditures for 
these additional activities totalled $3.0 
million in fiscal 1980. 

As at December 31, 1979 preliminary 
in-house studies indicate that the 
Company’s share of proven and 
probable marketable reserves 
amounted to approximately 202 BCF of 
natural gas and 2,800,000 barrels of 
crude oil and condensate before 
deducting a portion of those reserves to 
provide for royalties. Also, at March 31, 
1980 the Company had petroleum and 
natural gas rights on some 2,000,000 
gross acres and a net interest in 
approximately 346,000 acres, an 
increase of 66.8% and 5.15% 
respectively. 

Exploration and development well 
drilling on a gross and net basis for the 
past two fiscal years is Summarized in 
table 1. 

During the past year steady progress 
was made in bringing many of the 
completed oil and gas wells into 
production. A significant number of the 
gas wells remain shut in, however, 
awaiting either expansion of the 
Canadian market for gas (which the 
Federal Government has indicated it 
intends to encourage) or the granting of 
the regulatory approvals required to 
permit additional gas exports to the 
United States. 

Table 2 is a quarterly production 
summary for fiscal 1980, which outlines 
Union's share of production on an after 
royalty basis. 

Union is participating in the 
exploration and development of a 


number of interesting structures located 
in the Foothills belt about 36 miles 
southwest of Edson, Alberta. To date 
Union has taken part in the drilling of 15 
indicated gas discoveries in the area. 
The accompanying map outlines many 
of these wells and the prospect area in 
which Union has an interest. 

Environmental, engineering and 
reservoir studies are currently being 
undertaken in preparation for 
construction of a 245 MMCF-per-day 
purification plant near the village of 
Robb. It is expected an application to 
build this plant will be submitted this fall 
to the Alberta Energy Resources 
Conservation Board. Construction 
could start early in 1981 and the plant 
placed on stream in the fall of 1982. 
The plant will process gas for about 
twenty companies. Union’s portion of 
the throughput is expected to be in the 
order of 300-325 MMCF per year. 

In Southwestern Ontario the 
Company continues its activity in 
natural gas exploration and 
development by way of separate joint 
venture agreements with three groups 
of partners. 


Coal. The Lethbridge coal field is one of 
the oldest in Western Canada, dating 
back to the late 1800's. In the early and 


WELL DRILLING ACTIVITY 

, Gross wells* Net wells* * 
Exploratory wells 1980 1979 1980 1979 
Oil 29 28 6.3 78 
Gas 32 52 62a 5.0 
Dry 55 73 94 205 
Total @ Ws Bile) “GSS 
Development wells 
Oil 27 20 Bhi 6.9 
Gas 3 12 0.3 0.8 
Dry 2 8 0.4 2.6 
Total 32 40 6.4 103 
Total wells 148 = 198 28.3 53.6 


“Gross wells — Total number of wells in which Union participated. 
** Net wells — Extent of Union's current working interest. 


2. QUARTERLY PRODUCTION SUMMARY 


1st 2nd 3rd 4th 
Oil (Bbl) Quarter Quarter Quarter Quarter Total 


General program 4821 6420 9719 9145 30,105 
Joint ventures 

HBOG/Union 4992 8008 8948 6678 28626 
CROG/Union 781 4937 8893 10,425 25,036 


Total 10,594 19365 27560 26,248 83,767 
Natural Gas (MMcf) 


General program 424 443 474 109.4 243.5 
Joint ventures 


HBOG/Union 6.3 7.4 3.2 V8) AN 
CROG/Union _ - - _ ~ 
Total ASt/me Olin SO. Wal UT 
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Construction of an experimental coal mine northwest of Lethbridge was started 
this past winter by Union and Petro-Canada, to determine the feasibility of a 


full-scale mining operation. 


mid-1900’s a number of large 
subsurface mines were active, with the 
last mine closing in the early 1960’s as 
a result of competition from natural gas, 
oil, propane and electricity. Union and 
Petro-Canada jointly hold title to 31,473 
acres of Crown coal leases in this field. 
Union holds 20%, while Petro-Canada 
holds the balance. 

A test hole program has defined 
proven reserves of 61.5 million tonnes 
of bituminous C thermal coal on 6,100 
acres in the Coalhurst-Kipp area of the 
Lethbridge field. Construction of an 
experimental mine was started during 
the past winter and it is expected that 
the 225 metre shaft will be completed 
this fall. The test mine will evaluate 
different mining methods and 
equipment and, in addition, about 
25 000 tonnes of coal will be mined to 
provide samples for prospective 
customers. This is a forerunner of a full 
scale mine and information obtained 
will be used by Union and 
Petro-Canada to determine the 
feasibility of a full-scale mine. 

In the same coal field Union holds a 
55% interest in 7,969 acres of coal 
leases in the area known as 
Shaughnessy / Picture Butte. 


Employees 

The number of men and women 
employed by Union Gas at March 31, 
1980 was 2,407. Of this number, 466 
were management and supervisory 
personnel, 724 clerical staff, 280 
technical specialists and 937 
hourly-paid employees. 

Union recognizes the importance of 
providing challenging and rewarding 
job opportunities for all employees, and 
training and development programs are 
carried on throughout the Company. 

Programs during the 1980 fiscal year 
included training in customer service, 
Customer awareness, distribution 
maintenance and other specialized 
technical areas. Emphasis continues to 
be placed on management 
development, with a wide variety of 
courses conducted in-house, 
augmented by selected university and 
other outside programs where 
appropriate. An educational aid 
program continues to be available to all 
employees for approved courses of 
study. 

As well as focussing on the 
employee's job-related development, 
training programs are designed to 
incorporate improved work procedures 
for maximum efficiency. 


Recognizing that retirement is a 
major adjustment for employees, the 
Company has instituted a program of 
pre-retirement counselling. Seminars 
are conducted for those within five 
years of retirement, in which spouses 
are also invited to participate. The 
program is an ongoing one and is 
designed to advise participants of 
specific planning and preparation 
considerations, while not attempting to 
deal with diversified interests and 
needs. 

The Company has 1,128 unionized 
employees. Two-year collective 
agreements with the Oil, Chemical and 
Atomic Workers Union and the 
Canadian Chemical Workers Union 
expire December 31, 1980. These two 
unions are presently finalizing an 
amalgamation and it is anticipated that 
negotiations for renewal of the 
collective aggrement will begin later in 
1980 with one union representing all 
the unionized employees. 

While Union Gas employees have an 
excellent safety record, an additional 
Company-wide program has recently 
been introduced for all employees. The 
purpose of this new program is to 
create pride in working safely and 
provide encouragement by recognition 
awards for each five-year period 
worked without a lost-time work-related 


injury. 
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Nanticoke, one of Ontario’s newest 
cities, is expected to grow 
dramatically over the next 20 years. 
The nature of this growth and what it 
could mean for Union Gas in terms of 
system expansion is discussed on 
the following five pages. 


n serving any community, Union Gas has never looked upon its role 
as only that of a gas utility. The Company has always considered it- 
self an integral part of the community or area and, as such, co-oper- 
ating in potential growth — residential, commercial and industrial. 

As an example of working towards the future — a future seen by 
Ontario’s planners — Union is involved in providing vital energy service to 
one of Ontario’s newest cities — Nanticoke. 

Incorporated in 1974 in the Haldimand-Norfolk region, and situated 
some 10 kilometres south of Brantford, Nanticoke includes — as well as 
the existing communities of Waterford, Jarvis and Port Dover — the 
planned community of Townsend. An ambitious and far-sighted project of 
the Ontario Land Corporation, Townsend is designed to provide orderly 
growth in Nanticoke’s existing communities, as well as taking pressure off 
bordering cities and communities. 

A population of some 40,000 has been projected in the regional official 
plan for the year 2001, with the first phase already under construction. 
Townsend has been planned for an ultimate population of 100,000. 

Phase I, for which site preparation began early this Spring, will consist 
of 323 housing units, with 219 to be completed in 1980. According to Neil 
Dunne, executive co-ordinator of the Ontario Land Corporation, it is 
possible that all 323 units could be completed by 1981. 

To serve the first 219 units, Union Gas will be installing some 
3.7 kilometres of 8-inch feeder main and an estimated 6.4 kilometres of 
small-diameter pipe. The first stage of development will accommodate a 
population of 5,000 and the new community is to offer such amenities as a 
shopping mall, town centre with civic centre, parks, a 500-acre industrial 
site, and sites for schools and churches. 

With the present population of Haldimand-Norfolk forecast to more 
than double by the turn of the century, Land Corporation officials con- 
sidered it necessary that Townsend be built. 

Mr. Dunne explains that Townsend will grow in conjunction with the 
surrounding communities of Port Dover, Waterford, Jarvis, Hagersville, 
Simcoe and Caledonia. He points out that Townsend will help assure 
orderly growth and will fulfil a role in providing reasonably-priced homes 
conveniently located to the Nanticoke industrial complex. 

Nanticoke’s future population explosion will be the result of Canada’s 
most ambitious steelmaking project by The Steel Company of Canada 
Limited. The Stelco complex, covering a 6,600 acre site on the north shore 
of Lake Erie, includes a 4,000 acre steel-making site and a 2,600 acre 
industrial park. The combined work force is anticipated to reach 1,700 by 


Model of a model community (opposite page): 
Townsend is planned to accommodate, 
ultimately, 100,000 people. 


Approximately 300 houses are scheduled to be 
built in Nanticoke during 1980. 


Union Gas currently serves 3,800 homes in 
Nanticoke. Here, Serviceman Gavin Gray 
adjusts newly-installed residential furnace. 


Ontario Land Corporation’s Neil Dunne (right) 
checks Townsend site plan with consulting 
engineer Harry Flynn. 

Union Gas Engineers Larry Hyatt, Garry Black 
and John Korol employ computer in planning 
future distribution systems for Nanticoke. 
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1981 and 11,000 by the year 2001. Other major employers within the boun- 
daries of Nanticoke are Ontario Hydro, with a 4,000 megawatt generating 
station, and Texaco’s largest Canadian oil refinery, producing some 95,000 
barrels per day. Hydro and Texaco employees are expected to number 
about 900 by 1985. 


esigned in response to the massive industrial development by 

Stelco and the future requirements of the adjacent Lake Erie 

Industrial Park, Townsend is strategically located to Highways 3 

and 6. Townsend Parkway, a major north-south regional traffic 
artery, will connect with Highway 3, which serves Southwestern Ontario 
from Windsor to Fort Erie. This highway provides access to many small 
towns on the north shore of Lake Erie, as well as the larger centres adja- 
cent to its route. With access to Highway 6, Townsend Parkway links 
Nanticoke with the Hamilton and Toronto metropolitan areas. 

The steelmaking facility at Nanticoke will be one of the world’s most 
efficient and productive. Initial capacity will be 1 179 million tonnes on 
completion of the first production phase in December 1981. Steel output 
from the Nanticoke complex by the mid-1980’s is projected at some 1 282 
million tonnes. 

In addition to a coke plant, blast furnace, basic oxygen furnace shop 
and hot strip mill, the complex will contain a docking facility extending 
almost 1.2 kilometres into Lake Erie. This facility will accommodate self- 
unloading lake carriers, handling 6 300 tonnes of iron ore pellets or 4 500 
tonnes of coke per hour via a continuous conveyor some 2 kilometres in 
length. 

The Lake Erie Development Project represents a major addition to 
the growing economy of Southwestern Ontario in the area served by 
Union Gas. 

In the fall of 1978, to the help meet the energy demands of the sprawling 
complex, Union Gas laid 7 858 metres of high-pressure 10-inch pipe from 
the Jarvis line meter station on Highway 3, to the Stelco meter site. 

To provide Nanticoke with an abundance of natural gas for industrial, 
commercial and residential growth, Union Gas has three additional pipe- 
line looping projects scheduled. In 1983 the Company plans to lay large 
diameter, high pressure pipelines from Ancaster to Caledonia (5.1 kilo- 


Meter reader Rick Kingsmill replaces chart 
recording flow of gas to Nanticoke plant. 


Sales Supervisor Gary Braund (left) examines 
natural gas piping with Stelco’s Superintendent 
of Operating Services John Tomlinson. 


First plant to locate in Nanticoke’s industrial 
park, Air Products and Chemicals Ltd., will 
supply oxygen and nitrogen for steel-making. 


Texaco Canada’s largest oil refinery went on 
stream in Nanticoke in 1978, with a capacity of 
95,000 Bbis. per day. 


This 4,000 megawatt Ontario Hydro generating 
station, also part of Nanticoke’s industrial 
community, was placed in service in 1972. 


Nanticoke steel plant’s continuous slab caster 
(opposite page) will use natural gas torches to 
cut slabs into lengths up to 32 feet. 
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metres), and from Hagersville to Jarvis (6 kilometres). In 1984 it is expect- 
ed that another loop will be laid between Caledonia and Hagersville (7.9 
kilometres). Cost of these projects is expected to exceed $10 million. 

By using natural gas for part ofits energy demands, Stelco will be able 
to maximize cost efficiency in its steel production. It can also plan on as- 
sured gas supplies far into the future, while its competitors in other parts 
of the world face a tighter and tighter energy squeeze. Stelco’s use of natu- 
ral gas also greatly reduces costly environmental pollution problems. 

At Union Gas we look forward to continuing as an integral part of the 
Nanticoke project and its development, providing planning input and the 
necessary expansion of our system to serve this unique area. 

In the fall of 1980, the Development Project will have its official open- 
ing. Canada has reason to be proud of its steel industry. In contrast with 
such industry in other countries, it is both healthy and profitable. The 
Lake Erie Development — largest single project in the history of the 
Canadian steel industry and the only greenfield steelmaking development 
taking place in the world today — will help assure this country of sufficient 
steel production for domestic and export markets well into the future. 


ae 


Planning to supply a growing market must be done well in advance: here, Engineers Barry Kemble, 
Dave Patterson and Bill Burness and Technologist Rosanne Cummings select the best route for an 
additional transmission line to serve Nanticoke’s future needs. 
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EARNINGS AND DIVIDENDS 1.50 


Per common share ($) 


Ess 
Dividends declared 


CAPITAL STRUCTURE 600 


$ millions 


= Common stock and surplus 500 


Preferred stock 
Debt 


CAPITAL STRUCTURE ($000's) 


% of % of 


1980 total 1979 total 
Long-term debt $305,247 556 $252,060 51.4 
Preference shares 78308 143 83508 17.0 
Common equity 165; 33sec cOi e154 989 eiLo 


$548,886 100.0 $490,557 100.0 
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largely due to higher revenue from gas 
sales, up $67.5 million to $655.1 
million. This arises from sales of 249.8 
BCF, up 4.6%, and higher sales rates 
authorized by the Ontario Energy Board 
during the year, mainly to recover 
higher costs of gas purchased. Higher 
rates to recover general cost increases 
were authorized by the OEB, for 
implementation on an iterim basis 
effective January 1, 1980. This rate 
increase provided additional revenue of 
approximately $6.0 million during the 
fiscal year. 

During the year a change was made 
in the basis of accounting for gas sales 
revenue. Under the new policy revenue 
is based on regular meter readings 
during the month and estimates of 
customer usage since the last meter 
reading date to the end of the month. 
Previously, unbilled revenue was not 
recognized, although the cost of such 
gas was recorded in the month of 
consumption. The Company believes 
the new policy results in a better 
matching of revenue and cost within an 
accounting period. Amounts included in 
this report for prior years have been 
restated to recognize the change in 
accounting policy. The effect of the 
change on fiscal 1980 is an increase in 
gas sales revenue of $3.9 million and 
an increase in earnings per common 
share of $.11. 

A comparison of the gross margin of 
sales revenue less cost of gas indicates 
an improvement of $7.6 million in 1980 
over fiscal 1979. However, this gain 
was Offset by the changes in other 
revenues and expenses, and the final 
result is net income from utility 
operations of $25.1 million, compared 
to $26.1 million in fiscal 1979. 

Revenue from transportation and 
storage of gas totalled $21.8 million, a 
slight increase of $.9 million. 

“Other revenue” shows an 
improvement of $1.6 million to $15.7 
million due to increased revenue from 
service work and from equipment 
rentals. 


Operating expenses. The major 
component of Operating Expenses, 
cost of gas, rose to $522.8 million, an 
increase of $59.8 million or 12.9% over 
fiscal 1979. The increase is attributable 
to increased rates and higher volumes 
sold. Union’s average cost per MCF of 


gas purchased from its main supplier, 
TransCanada PipeLines, was $2.08 as 
compared to $1.91 for the previous 
fiscal year. 

Operating and maintenance costs of 
$65.7 million increased 10.6% over 
fiscal 1979. Increased customer service 
expense and labour costs were the 
most significant factors accounting for 
the increase. Depreciation and 
amortization increased $1.9 million, due 
to increased plant in service. This factor 
also accounted for an increase in 
property and capital taxes, up $.9 
million or 11%. Higher mill rates of 
about 7% also contribute to this 
increase. 

Operating income was $78.4 million, 
an increase of $1.1 million from the 
previous year level of $77.3 million. 


Other income. Included in Other 
Income is Allowance for Funds used 
during Construction, which at $.9 
million is virtually unchanged from fiscal 
1979. This item consists mainly of 
interest costs applicable to funds 
expended on capital projects during the 
construction stage. 

Also shown under Other Income is 
the share of earnings or loss of Major 
Holdings as well as interest received on 
cash advances to Major. The loss of 
$1.4 million, compared with earnings of 
$.5 million in fiscal 1979, reflects the 
low level of activity in the land industry 
in Southwestern Ontario brought about 
by high interest rates which have 
restrained property sales and at the 
same time increased Major’s borrowing 
costs. Further particulars of operations 
and financial results of Major are 
provided elsewhere in this report. 

Other financial items total $1.2 
million, an increase of $.4 million, due 
mostly to gains on redemption of long 
term debt. 


Interest charges. Interest on long term 
debt of $24.0 million is a slight decline 
from the 1979 level of $24.4 million, 
due to debt retirements during the year. 
The private sale of $60 million 13%% 
Sinking Fund Debentures 1980 Series, 
due March 2000, did not impact 
noticeably on interest costs for fiscal 
1980 as the issue was completed in late 
March. Proceeds of this issue were 
applied to reduce short term 
borrowings. 


The extent of the Company’s reliance 
on short term borrowings increased 
signficantly during fiscal 1980. For this 
period average borrowings were $135 
million, compared to $71 million in 
fiscal 1979. Tne peak borrowing was 
$209 million in 1980 and $125 million in 
1979. These borrowings consist of 
demand bank loans, commercial paper 
and bankers acceptance. The 
requirements escalated mainly because 
of the increasing investment in the 
Petrosar synthetic natural gas 
inventory, significant expenditures for 
the exploratory drilling program in 
Western Canada, and the 
postponement until late in the fiscal 
year of long term financing. 

The larger balance of average 
borrowings along with the record high 
interest rates (prime bank rate at March 
31, 1980 was 16%2% compared with 
12% at March 31, 1979) account for 
the increase in interest on short term 
debt from $7.2 million in 1979 to $17.8 
million in 1980. A good portion of this 
increase is deferred. This credit of $8.7 
million in 1980, up from $2.0 million in 
1979, consists of interest in the amount 
of $3.3 million charged to resource 
exploration and development activities, 
the costs of which are capitalized, and 
$5.4 million to the Petrosar inventory 
account in accordance with accounting 
orders received from the Ontario 
Energy Board. 


Income taxes and net income. 
Income before income taxes was $46.7 
million, a decrease of $3.7 million from 
fiscal 1979. Income taxes for fiscal 
1980 total $23.0 million, which is all 
described as deferred. For both fiscal 
1979 and 1980 the Company estimates 
that no tax is currently payable, mainly 
because of the claiming of capital cost 
allowances for tax purposes in excess 
of depreciation, and also because of 
Claiming on a current basis tax 
deductions for Western Canada 
exploration expenditures. 

Net income for the year of $23.7 
million is a reduction of $2.9 million 
from 1979. After provision for dividend 
requirements on preference shares, 
which is higher by $1.1 million from 
fiscal 1979 due to the Class B, Series 3 
Preference Shares being outstanding 
only for a portion of 1979, earnings 
applicable to common shares are $17.8 
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million or $.97 basic earnings per 
share, as noted above. 


Financial position. The Consolidated 
Balance Sheet provides information on 
the balances of assets and liabilities at 
the year end dates and the 
Consolidated Statement of Changes in 
Financial Position shows details of the 
changes in these balances during fiscal 
1980, with comparative data for 1979. 
Of considerable importance during the 
year was the financial effect of the 
continued accumulation of synthetic 
natural gas under the Petrosar 
agreement. As shown on these 
statements, this investment was higher 
by $36.4 million, due to a volume 
increase of 7.6 Bcf and additional 
interest charges applicable to this 
account of $5.4 million. Full particulars 
of the basis of accounting for this 
supply and the status before regulatory 
agencies is provided in Note 2 


accompanying the financial statements. 


The Petrosar expenditures 
contributed to the increased 
requirement during the year for short 
term borrowings. Also of significance 
was the sale of $60 million 1980 Series 
Debentures in March, 1980. Other 
comments on the financial position 
follow. 

Current assets at March 31, 1980 
total $223.3 million, an increase of 
$40.5 million during the year, largely 
due to the higher investment of $36.4 


million for the Petrosar gas inventory. 


Other changes include an increase in 
accounts receivable of $22.7 million, 
due to greater sales at higher rates in 
March 1980 compared to March 1979, 
and a decrease in the inventory of gas 
designated as TransCanada PipeLines 
supply of $20.5 million, resulting from a 
volume decline of 12.4 Bcf. 

A further investment in shares of 
Major Holdings of some $1.3 million 
was made during the year through 
exercise of an option agreement, 
bringing the Company’s holding to 
99.7% of common shares outstanding 
at March. 31, 1980. In addition, a further 
cash advance of $2.5 million was made 
to Major. These items less the 
Company’s share of Major’s loss for 
1980 account for the change in this 
asset. 

Utility properties, plant and 
equipment show a total cost at March 
31, 1980 of $653.4 million, an increase 
of $52.5 million which arises from 
capital expenditures of $57.3 million 
less the cost of plant retired. 

Western Canada resource 
exploration and development costs total 
$71.5 million at March 31, 1980, up by 
$25.5 million largely as a result of the 
Company’s participation in two major 
joint venture drilling programs in 
Western Canada. 

Current liabilities of $193.5 million 
represent an increase of $36.3 million 
during fiscal 1980. This is due to 
increased short term borrowings, as 
explained above, and an increase in the 
current portion of deferred income 
taxes. 

Long term debt of $305.2 million at 
March 31, 1980 is an increase of $53.2 
million, being the net of the 1980 Series 
Debenture issue less retirements of 
previously issued debt. 

The increase of $14.0 million in 
deferred income taxes arises from the 
deferral in fiscal 1980 of income tax, 
largely due to claims for tax purposes 
for capital cost allowance and resource 
exploratory expenditures in excess of 
amounts recorded in the accounts. 

Changes in shareholders’ equity 
include a reduction of $5.2 million in 
preference shares outstanding due to 
redemptions of $1.6 million and 
conversions into common shares at a 
value of $3.6 million. The number of 
common shares outstanding increased 
by 619,411 at a value of $5.4 million 
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mainly as a result of conversion of 
preference shares and issue of 114,092 
shares in exchange for additional 
shares of Major Holdings. Retained 
earnings increased $4.0 million during 
the year to $79.5 million. Details of this 
change are provided in the 
Consolidated Statement of Retained 
Earnings. 

On the Statement of Changes in 
Financial Position funds provided from 
operations are indicated. For 1980 this 
amount was $54.8 million, down from 
$67.2 million in 1979. Expressed on a 
per common share basis, funds 
generated were $3.00 in 1980 and 
$3.75 in 1979. The proceeds of long 
term financing brought total funds 
provided in 1980 to $119.2 million 
compared to $106.9 million in 1979. 
After deduction of funds applied, 
working Capital at March 31, 1980 
increased $4.2 million, compared to a 
reduction of $15.5 million in 1979. 


Return. For the utility operation the 
earnings of the Company are regulated 
by the OEB on the basis of a rate of 
return on rate base. Return for this 
purpose is annual utility operating 
income less income tax. The 
Company’s rate base is composed of 
the year-end investment in utility plant 
less accumulated depreciation, and 
working Capital, a large component of 
which is gas in inventory. 

In determining the rate of return on 
rate base, the OEB applies cost rates to 
each component of the long term 
Capital structure; debentures, 
preference shares and common equity. 
The capital structure of Union Gas 
Limited at March 31, 1980, with 
comparable amounts at March 31, 
1979, is shown in the table on page 16. 

The most recent determination of a 
fair and reasonable rate of return on 
rate base for the Company was made 
by the OEB in its decision dated April 
22, 1980. This was found to be 10.79%, 
based on the capital structure and 
related cost components applicable to 
the 1980 fiscal year. For this same 
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period, the Company calculates the 
return based on actual results to be 
9.7%, compared with 10.1% for fiscal 
1979. 


Effect of inflation. There is widespread 
concern that traditional accounting 
practices do not adequately reflect 
current and future replacement costs 
and that transactions reported in the 
Statement of Income at their historical 
costs differ significantly from levels 
based on current values. Presently the 
accounting profession and the financial 
community in several countries have 
the matter under study. The Accounting 
Research Committee of the Canadian 
Institute of Chartered Accountants 
released in December 1979 an 
exposure draft outlining a proposal for 
current cost accounting and requested 
comments. 

As a regulated utility, the value of the 
Company’s service, return on 
investment and utility revenue 
requirements are determined by the 
OEB by reference to historical cost and 
not on a basis of current value. At this 
stage the Company cannot anticipate 
the final recommendations of the 
Institute, possible future mandatory 
requirements, or the appropriate 
reporting for regulated utilities. 
However, in the past the Company has 
provided a basis of evaluating the effect 
of inflation on utility plant and 
accumulated depreciation, the most 
significant items in rate base, the 
investment level upon which the utility 
earnings are regulated. For information 
purposes, the Company has again 
made an estimate for these items based 
on general price-level changes. 

The valuation base was arrived at by 
translating historical costs by reference 
to changes in the Gross National 
Expenditure Implicit Price Index from 
the dates of acquisition to March 31, 
1980. This basis reflects only the effect 
of general inflation on the Company 
and does not purport to represent 
appraised value, replacement cost or 
any other measure of current value. 

At March 31, 1980 the current value 
of utility properties, plant and 


equipment was $1 ,306.6 million ($1.3 
billion) compared to the historic cost 
level of $653.4 million. On a net basis 
after accumulated depreciation current 
value was $1,024.1 million ($1.0 billion) 
compared to the cost balance of 
$535.2 million. 

The application of the historical cost 
composite depreciation rates to the 
general price-level values would have 
resulted in increased depreciation 
provision of $17.1 million anda 
reduction in net income of $8.6 million 
for the year ended March 31, 1980. 


Union Gas Limited 


Consolidated Statement of Income ($000’s) 


Operating revenues 

_ Gas sales 

Transportation and storage of gas 
Other 


Operating expenses 

Cost of gas 

Operating and maintenance costs 
Depreciation and amortization (note 1) 
Property and capital taxes 


Operating income 


Other income 
Allowance for funds used during construction 
Major Holdings & Developments Limited 
Share of earnings (loss) 
Interest on advances 
Other 


Income before interest and income taxes 


Interest charges 

Long-term debt 

Short-term debt 

Less interest deferred (note 8) 


Income before income taxes 
Income taxes — deferred 


Net income for the year 
Dividend requirements on preference shares 


Earnings applicable to common shares 
Basic earnings per common share 
Fully diluted earnings per common share 


(See accompanying notes and accounting policies) 


Year ended March 31 

1980 1979 
(restated) 

$655,143 $587,673 
21,791 20,920 
15,677 14,099 
692,611 622,692 
522,819 462,985 
65,737 59,454 
17,065 15,161 
8,628 ATLA. 
614,249 545,374 
78,362 TIONS 
897 833 
(1,407) 532 
819 545 
1,170 155 
1,479 2,665 
79,841 79,983 
24,032 24,420 
17,823 7,195 
(8,723) (2,032) 
33,132 29,583 
46,709 50,400 
22,998 23145 
23,711 26,625 
5,960 4,835 

$ 17,751 $ 21,790 
$ 0.97 $ 121 
$ 0.96 $ a Bs ay 
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Union Gas Limited (Incorporated under the Laws of Ontario) 


Consolidated Balance Sheet ($000’s) 


Assets 
Current assets 
Accounts receivable (note 5) 
Inventories 
Gas in underground storage (note 3) 
TransCanada PipeLines supply 
Petrosar Limited (displacement equivalent) 
Merchandise, stores and spare equipment 


Investment in and advances to Major Holdings & Developments Limited (note 6) 


Utility properties, plant and equipment at cost (note 1) 
Less accumulated depreciation 


Western Canada resource exploration and development costs (note 11) 
Deferred charges 


On behalf of the Board: 


CG: / eels wae 


(ws pe Director 
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Year ended March 31 
1980 1979 
(restated) 
$116,531 $ 93,880 
31,468 51,996 
62,600 261/05 
12,658 103725 
223,257 182,776 
16,604 14,393 
653,404 600,932 
118,176 105,698 
535,228 495,234 
71,527 46,003 
9,169 9,692 
$855,785 $748,098 


Liabilities 
Current liabilities 
Short-term borrowings (note 9) 
Accounts payable and accrued charges 
Dividends payable 
Deferred income taxes — current (note 15) 


Long-term debt (note 10) 
Deferred income taxes 


Shareholders’ equity 
Capital stock (note 12(a)) 
Preference shares 
Common shares 


Retained earnings 


(See accompanying notes and accounting policies) 


Year ended March 31 


1980 


$ 98,439 
70,703 
3,891 
20,493 


193,526 
305,247 
114,338 


78,308 
84,846 


163,154 
79,520 


242,674 
$855,785 


1979 
(restated) 


$ 75,678 
68,566 
3,649 
9,343 


157,236 
252,060 
100,305 


83,508 
79,457 


162,965 
15,532 


238,497 
$748,098 
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Union Gas Limited 


Consolidated Statement of Retained Earnings ($000’s) 


Balance at beginning of year 
As previously reported 
Adjustment of prior years’ gas sales revenue (note 4) 


As restated 
Net income for the year 


Deduct 
Dividends declared (note 12(g)) 
Preference shares 
Common shares 
Transfer of retained earnings, capitalized on common stock (note 12(d)) 
Amortization of expenses on issue of Class B preference shares 


Balance at end of year 


(See accompanying notes and accounting policies) 
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Year ended March 31 
1980 1979 
(restated) 
$69,049 $82,804 
6,483 6,617 
75,532 89,421 
23,711 26,625 
99,243 116,046 
5,967 4,601 
13,600 13,285 
= 22,500 
156 128 
19,723 40,514 
$79,520 $75,532 


Union Gas Limited 


Consolidated Statement of Changes in Financial Position (5000's) 


Funds provided 
From operations (note 14) 
Long-term debt issued 
Preference shares issued 
Common shares issued 
Conversion of preference shares 
For shares of Major Holdings & Developments Limited (note 6) 


Funds applied 
Expenditures on utility properties 
Western Canada resource exploration and development expenditures 
Retirement of long-term debt 
Dividends declared 
Preference shares 
Common shares 
Preference Shares 
Purchased for cancellation 
Converted to common shares 
Major Holdings & Developments Limited 
Purchase of common shares 
Advances 
Deferred charges and other items 


Increase (decrease) in working capital 


Changes in working capital components 
Increase (decrease) in current assets 
Accounts receivable 
Inventories 
Gas in underground storage 
TransCanada PipeLines supply 
Petrosar Limited (displacement equivalent) 
Decrease (increase) in current liabilities 
Short-term borrowings 
Accounts payable and other 
Deferred income taxes 


Increase (decrease) in working capital 


(See accompanying notes and accounting policies) 


Year ended March 31 
1980 1979 
(restated) 
$ 54,768 $ 67,240 
59,500 — 
= 39,696 
3,625 2 
1,344 — 
119,237 106,938 
57,274 60,340 
22,422 34,459 
6,813 5.5138 
5,967 4,601 
13,180 12,787 
1,575 638 
3,625 2 
1,352 2 
2,500 4,000 
338 99 
115,046 122,446 
$ 4,191 $ (15,508) 
$ 22,651 $ 3,104 
(20,528) 9,595 
36,425 23,/92 
(22,761) (42,980) 
(446) (7,780) 
(11,150) (1,239) 
$ 4,191 $ (15,508) 
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Major Holdings & Developments Limited 


Summarized financial statements 


Summarized Balance Sheet ($000’s) 


Realty assets 

Properties held for development and 
sale 

Investment properties less 
accumulated depreciation of 
$652,000 at March 31, 1980 
and $582,000 at March 31, 1979 

Sale agreements and mortgages and 
other assets receivable 


Less realty debt 
Mortgages payable 
Bank indebtedness 
Other liabilities 


Sub Total 


Less 
Deferred income taxes 
Minority interest 


Book value of Union’s interest in net 
realty assets 


Consisting of 
Interest bearing advances 
Investment in shares 


Notes: 


March 31 
1980 1979 
(reclassified) 
$ 70,743 $ 63,367 
29,052 25,088 
20,593 19,526 
120,388 107,981 
61,129 of406 
25,622 19,849 
12,109 9,645 
98,860 86,652 
21,528 21,329 
4,601 5,381 
323 1005 
4,924 6,936 
$ 16,604 § 14,393 
$ 6,700 $ 4,234 
9,904 10,159 
$ 16,604 §$ 14,393 


1. Properties held for development and sale include $2,636,000 at 
March 31, 1980 ($2,649,000 at March 31, 1979) representing the 
excess of the effective cost of the realty assets to Union (at the date 
of its acquisition of Major shares) over the cost to Major. 


2. Mortgages payable bear interest at an average rate of 13.3% with 
approximate principal payments due in the next five years ended 
March 31: 1981 — $3,511,000; 1982 — $14,342,000; 1983 — 
$1,174,000; 1984 — $23,933,000; 1985 — $3,720,000. 
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Summarized Statement of Income 
($000’s) 


Realty revenue 
Land and housing sales 
Rental income 
Other 


Cost of realty operations 
Cost of land and housing sold 
Cost of rental operations 
Intercompany interest 
Other costs 


Income (loss) before income taxes and 


minority interest 
Income taxes recovered 
Minority interest 


Net income (loss) attributable to 
Union’s investment in shares 


Year ended March 31 
1980 1979 
(reclassified) 
$12,849 $22,027 
3,855 2,830 
1,042 798 
17,746 25,655 
11,604 19,011 
4,345 3,068 
819 545 
3,645 2,470 
20,413 25,094 
(2,667) 561 
1,175 122 
85 (151) 


$(1,407) $ 532 


Note: Cost of land and housing sold includes $256,000 in 1980 
($240,000 in 1979) representing an allocation of the excess of the 
cost to Union of realty assets over the cost to Major. 


Summarized Statement of Changes 
in Financial Position ($000’s) 


Financial resources provided by 

Operations 

Land development and housing 
costs realized through sales 

Mortgages on land, housing and 
income properties 

Advance from Union Gas Limited 

Other 


Financial resources used for 

Land acquisitions, development 
and carrying costs 

Housing construction costs 
Income properties constructed 
Repayment of mortgages payable 
Dividends 
Increase in accounts receivable 
Other 


Increase in bank indebtedness 


Year ended March 31 
1980 1979 
(reclassified) 


$(2,173) $ 1,008 


9,720 


10,851 
2,500 
159 


21,057 


12,669 
1,494 
4,177 
6,914 

238 
955 
383 


26,830 
$ 5,773 


17,034 


29,972 
4,000 
3,930 


55,944 


34,088 
5,204 
5,302 

14,025 

238 
6,517 
10 


65,384 
$ 9,440 


Significant Accounting Policies 


These financial statements have been prepared by management in accordance with 
generally accepted accounting principles consistently applied. Because a precise 
determination of many assets and liabilities is dependent upon future events, the 
preparation of periodic financial statements necessarily involves the use of 
numerous estimates and approximations. These financial statements are, in 
management's opinion, correct within reasonable limits of materiality and within the 
framework of the accounting policies summarized below: 


Basis for consolidation The accompanying financial statements consolidate the accounts of Union Gas 
Limited and its subsidiary, Union Gas Investments Limited, a wholly-owned holding 
company. Owing to the differing nature of utility and real estate operations the 
Company’s investment in Major Holdings & Developments Limited (Major), a 99.7% 
owned real estate company, is accounted for on the equity basis. (note 6.) 


Regulation The utility operations are subject to regulation under the Ontario Energy Board Act 
and the Energy Act, 1971 (Ontario). Rate revenue schedules are approved period- 
ically by the Ontario Energy Board (OEB) and are designed to provide a fair and 
reasonable return on the utility investment after recovering the utility cost of service. 
Realization of the allowed rate of return is subject to actual operating conditions 
experienced during the year. The accounting practices of the Company are consid- 
ered by the OEB and approved as appropriate in the rate determination process. 


Gas sales and cost of gas Gas sales revenue is recorded on the basis of regular meter readings and estimates 
of customer usage since the last meter reading date to the end of the month. This 
policy has been changed on a retroactive basis. (note 4.) 

Factors affecting the matching of gas sales and cost of gas sold are volumetric 
differences arising from measurement variations, which are within tolerable 
contractual levels for purchases and sales, and minor unidentifiable gas losses. The 
Company includes the cost of these measurement differences and unidentifiable 
losses in Cost of Gas in the Consolidated Statement of Income at the volume level 
recognized by the Ontario Energy Board in the determination of customer sales 
rates. Although annual variations from this level are experienced the results are 
expected to average out to the recognized level over a period of time. The dollar 
value of the annual variation is carried in a gas measurement normalization account 
on the Consolidated Balance Sheet. (note 13.) 


Utility properties and depreciation Properties are carried at cost which includes all direct costs, an allocation of 
overhead incurred on construction, and ‘‘allowance for funds’’ applicable to the 
cost of new properties during the construction period. 

The original cost of depreciable units of plant retired, together with the net cost of 
removal less salvage, is charged to accumulated depreciation. 

Depreciation is provided on the straight-line basis at various rates based on 
periodic review by consultants of the remaining useful service life of each class of 
property and approved as appropriate by the Ontario Energy Board. 


Western Canada In addition to Ontario exploration and development, which is classified as part of the 
resource exploration and utility operation, the company is involved in a comprehensive resource exploration 
development and development program in Western Canada through two major joint ventures with 


Hudson’s Bay Oil and Gas Company Limited and Canadian Reserve Oil and Gas 
Ltd. and selected participation with others. These expenditures are not part of the 
utility operation. 

The Company follows the full cost method of accounting for this program 
whereby all costs related to exploration and development of oil and gas reserves in 
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Income taxes 


Inventories 


Realty operations 


Deferred charges 


Employee pension plan 


26 


this geographic area are capitalized. Such costs include lease acquisition costs, 
geological and geophysical expenses, carrying charges on non-producing 
properties and costs of drilling both productive and non-productive wells. Annual 
depletion is provided on a unit-of-production basis. 

The gas and oil properties held in the two major joint ventures are considered by 
management to be in the exploration and development stage. Accordingly, 
expenditures (less revenues) of $60,900,000 to March 31, 1980 (1979 — 
$38,200,000), which include interest on funds borrowed to finance this 
participation, are deferred in the consolidated accounts and are excluded from the 
depletion calculation pending commencement of commercial production. 


The Company accounts for income taxes by the tax allocation method. Income tax 
expense is the amount that would be payable if statutory tax deductions for oil and 
gas exploration costs, depreciation, unbilled customer usage and other items did 
not differ from those recorded in the financial statements. This method recognizes 
the deferral of income taxes to future years when amounts deductible for income tax 
purposes will be less than the depreciation and amortization recorded in the 
accounts. Where deferred income taxes relate to current assets they are reflected 
as current liabilities. (note 15.) 


Inventory of gas held in underground storage available for current sale is valued at 
cost on the first-in, first-out basis. Inventories of merchandise, stores and spare 
equipment are valued at the lower of average cost and replacement cost. 


The realty operations are carried on through Major, which is not part of the utility 
operation. 

A significant portion of realty assets represents property held for development 
and sale which is carried at the lower of cost, including applicable interest and 
property taxes, and net realizable value; related debt is renewed as required or is 
repaid as properties are sold. Investment properties are carried at cost less 
accumulated depreciation which is provided primarily using the sinking fund method 
based on a 5% interest rate over 50 years. Realty income is recognized as follows: 

(i) income from land sales is recognized when all material conditions have been 

satisfied and collection of the unpaid balance is reasonably assured; 

(ii) income from condominium sales is recognized, after sufficient units have been 

sold, when the purchaser pays the amount due on closing, is entitled to occu- 
pancy and undertakes to assume a mortgage for the balance of the sale price. 


Deferred charges include unamortized gas costs of $3,768,000 resulting from 
payments to TransCanada PipeLines Limited to finance expansion of its pipeline 
facilities. The total payment of $5,391,000 is being amortized over a ten-year period 
ending March 31, 1986 as it is being included in cost of service for rate making 
purposes over that period. Also included in deferred charges is unamortized debt 
discount and expense, totalling $3,526,000, which is being amortized over the term 
of the related issues of long-term debt. 


Based on a valuation by consulting actuaries, the unfunded obligation which has 
resulted from revisions and revaluations of the Company’s pension plan is 
approximately $7,000,000 at March 31, 1980. The past service obligation and 
changes resulting from revisions to the plan are charged to operations over a 
fifteen-year period from the date of the revision. Changes in the obligation due to 
revaluations of the plan are charged to operations over a three-year period. 
Based on actuarial advice, amounts charged against operations in respect of the 
unfunded liability were $1,344,000 in 1980 and $1,493,000 in 1979 and the 
following amounts are expected to be charged against operations for the fiscal 
years: 1981 — $1,200,000; 1982 — $1,000,000; 1983 — $900,000 
and gradually reducing amounts in subsequent years to 1994. 


Earnings per common share 


Basic earnings per share are calculated on the basis of the weighted average 
number of common shares outstanding during the year, which was 18,273,882 
(1979 — 17,948,962) shares. Fully diluted earnings per share assume the 
conversion, where applicable, of the Class B preference shares and the exercise of 
all outstanding stock options as at the beginning of each fiscal year. 


Accounting policies 


1. Utility properties and depreciation 


2. Gas supply agreement with 
Petrosar Limited 


Notes to Consolidated Financial Statements 


The significant accounting policies commencing on Page 25 are an integral part of 
the financial statements. 


Utility properties, plant and equipment include distribution systems, transmission 

lines, gathering lines, gas storage facilities, base pressure gas, land and buildings, 

and Ontario oil and gas exploration and development costs. A summary analysis of 

the cost of properties and accumulated depreciation is as follows: 
March 31, 1980 


Accumulated 


March 31, 1979 
Accumulated 


($000’s) Cost depreciation Cost depreciation 
Production $ 5,146 $ 1,611 $ 4,624 $ 1,747 
Storage 59,462 8,013 57,937 6,896 
Transmission 163,520 30,004 155,468 26,775 
Distribution 350,636 52,569 315,246 48,099 
General 74,640 25,979 67,657 22,181 

$653,404 $118,176 $600,932 $105,698 


Depreciation rates provided during the year ended March 31, 1980 resulted ina 
composite rate of 3.17% (1979 — 3.10%). 

Depreciation and amiortization shown on the income statement includes those 
amounts charged directly as an operating expense in the Company’s accounts. In 
addition, $1,118,000 (1979 — $890,000) was allocated partly to other expense 
accounts and partly to property accounts. 

Allowance for funds used during construction is included in cost of utility 
properties computed at a rate of 14% in 1980 (11.25% 1979). 


On April 28, 1980 the Company applied to the Ontario Energy Board (OEB) for a 
determination of the final accounting and rate making treatment of the costs and 
potential revenues associated with the purchase and sale of synthetic natural gas 
(SNG). This supply is being received at Sarnia, Ontario under a Gas Supply 
Agreement with Petrosar Limited, dated November 20, 1974, under which the 
Company agreed to purchase up to a maximum of about 8.6 bcf of SNG annually 
for fifteen years commencing May 1, 1978. The price of this supply is based on a 
formula related to Petrosar’s feedstock costs, which reflects the domestic price for 
conventional crude oil. For deliveries in March 1980 the cost to the Company was 
approximately $4.60 per mcf which exceeds the average cost of gas purchased 
from the Company’s major supplier, TransCanada PipeLines Limited (TCPL) in the 
same period by approximately $2.35 per mcf. At the maximum delivery level the 
Current annual premium payable for SNG resulting from this cost differential 
amounts to approximately $20,200,000. 

At March 31, 1980 the Company had accumulated 15 bcf of SNG in the invertors 
account ‘“‘Gas in Underground Storage — Petrosar Limited Supply’’, at-a cost of 
$62,600,000, including deferred interest. This amount exceeds the current 
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replacement cost, based on rates charged by TCPL in March 1980, by 
approximately $29,000,000. 

The Company, in its application to the OEB is requesting recovery of the cost of 
SNG accumulated to date. However, in order to lessen the cost impact of this supply 
in its market area the Company has been attempting to export an equivalent amount 
of this gas to the United States. The export price is set by the Government of 
Canada and is higher than domestic sales rates. The Company had entered into a 
contract dated December 21, 1977, as amended, for an export sale to Northern 
Natural Gas Company of Omaha at.a delivery level of 10 bcf annually until April 1, 
1983. The sale was subject to receipt of necessary regulatory approvals in Canada 
and the United States by March 15, 1980. Pending disposition of the SNG supply 
the Company, under accounting orders issued by the OEB, accumulated the cost of 
SNG in a special inventory account “Gas in Underground Storage — Petrosar 
Limited Supply”’ and no portion of this cost was charged against income. The 
accounting orders also permitted deferral of interest applicable to the payments to 
Petrosar for this gas. 

On January 15, 1980 the Economic Regulatory Administration (ERA) of the 
United States Department of Energy approved a base price for Northern’s imports 
under the contract of $3.45 (U.S.) per MMBtu (approximately one mcf), the then 
export border price, plus separate storage and service charges aggregating about 
30¢ (U.S.) per mcf, for a total of approximately $4.37 (Canadian) based on 
exchange rates in effect on January 15, 1980. On January 17, 1980 the National 
Energy Board announced an increase in the export price of natural gas to $4.47 
(U.S.) per MMBtu effective February 17, 1980. On February 16, 1980, ERA denied 
Northern’s application to import SNG at this price and on March 6, 1980 the 
National Energy Board denied Union’s application of March 3, 1980 to export SNG 
at the previously approved border price of $3.45 (U.S.) per MMBtu. Accordingly, the 
contract with Northern terminated on March 15, 1980. 

During April 1980 the Government of Canada announced that agreement had 
been reached with the Government of the United States on the basis of determining 
the extent and timing of future gas export price changes and that in future any 
changes will be reviewed and be acceptable to both governments before formal 
announcements are made. 

On April 16, 1980 Union concluded an agreement with Transcontinental Gas Pipe 
Line Corporation of Houston, Texas (‘“Transco’’) covering sale of the displacement 
equivalent to that company of all SNG that has been purchased by Union and that 
will be delivered to Union during the remaining thirteen year term of the Petrosar 
Gas Supply Agreement. The agreement is conditional upon finalization of 
transportation arrangements by Transco as well as regulatory approval from 
Canadian and United States authorities. The Transco agreement provides for annual 
deliveries of 10 bcf on a year-round basis at a price equal to the international border 
price in effect from time to time. The present border price of $4.47 (U.S.) per MMBtu 
($5.25 Canadian at the current rate of exchange) exceeds Union’s current Petrosar 
gas cost of $4.60 (Canadian) per MMBtu. The average cost of Petrosar gas in 
inventory at March 31, 1980 was $4.18, including interest. 

In the application to the Ontario Energy Board for a determination of the final 
accounting and rate making treatment of the SNG supply, the Company proposed 
that the excess cost of this gas accumulated to the effective date of the Energy 
Board’s decision be recovered through sales rates in Union’s market area that 
recognize amortization of the premium over a period of five years. The Company 
also proposed that all SNG costs from the effective date be recognized in the sales 
rates and that all revenues from the sale of the SNG be applied against the cost of 
this supply. 

Assuming all regulatory approvals are obtained for the export of SNG under the 
Transco agreement, the Company cannot now determine the financial effects of the 
Petrosar agreement. Supply and sale factors governing these effects include 
changes in Petrosar’s feedstock cost, in the authorized Canadian export price for 
natural gas, in the exchange rate of Canadian and U.S. currency, the level of 
deliveries under the Petrosar agreement, and timely regulatory approvals of 
increases in the international border price. In addition, the Company will be affected 


3. Gas in underground storage 


4. Change in accounting policy — 
gas sales revenue 


5. Accounts receivable 


6. Investment in Major Holdings & 
Developments Limited 


by the decision on its application to the OEB for determination of the appropriate 
accounting and rate making treatment of the net result of supply received under the 
Petrosar agreement and the disposition thereof. 


March 31 
1980 1979 

Volume — bctf: 

TCPL supply 13.9 26.3 

Petrosar supply (displacement equivalent) 15.0 74 
Total 28.9 33.7 
Cost — ($000’s): 

TCPL supply $31,468 $51,996 

Petrosar supply 62,600 26,175 
Total $94,068 $78,171 
Average cost per mcf: 

TCPL supply $2.26 $1.97 

Petrosar supply 4.18 3.95 
Total $3.25 $2.32 


Gas sales revenue is now recorded on the basis of regular meter readings and 
estimates of customer usage since the last meter reading date to the end of the 
month. 

In years prior to fiscal 1980 gas sales revenue included only gas sales billed, with 
the result that customer usage from the last cycle billing date to the month end 
(unbilled gas) was not included in revenue, other than large industrial accounts 
which were billed based on month-end meter readings. 

The volume and valuation of this unbilled gas usage will vary at each month end 
due to seasonal temperature variation and increases in sales rates. A summary of 
the effect of the change in accounting policy on annual earnings is shown in the 
following table: 


Years ended March 31 
($000’s) 1980 1979 1978 1977 1976 1975 
Unbilled gas, beginning of year $12,966 $13,233 $ 9,044 $6,403 $4,544 $2,838 
Unbilled gas, end of year 16,922 12,966 13,233 9044 6403 4,544 


Net increase (decrease) in gas 

sales revenue and income 

before income taxes for the year $ 3,956 $ (267)$ 4,189 $2,641 $1,859 $1,706 
Net increase (decrease) in net 

income for the year and in 

earnings applicable to common 


shares $ 1,979 $ (134)$ 2,095 $1,320 $ 930 $ 853 
Increase (decrease) in basic 
earnings per common share St oe COL S 12 08 oe 06% 6 06 


The balance of retained earnings at March 31, 1978 previously reported as 
$82,804,000 has therefore been retroactively increased by $6,617,000 (net of 
income taxes of $6,616,000) representing the estimated unbilled customer usage of 
gas at March 31, 1978. 


Accounts receivable include unbilled customers’ usage of gas amounting to 
$16,922,000 at March 31, 1980 (March 31, 1979 — $12,966,000). 

As part of its normal operations, the Company offers deferred payment finance 
plans for appliance sales and installation costs. Accounts receivable include 
merchandise finance plan accounts of which $4,248,000 at March 31, 1980 and 
$3,731,000 at March 31, 1979 are not due within twelve months. 


See attached summary of financial statements of Major Holdings & Developments 
Limited. 

On September 28, 1979, the Company exercised an option obtained in April 1976 
and acquired a further 300,000 (14%) of the outstanding common shares of Major 
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7. Related party transactions 


8. Deferred interest 


9. Short-term borrowings 


10. Long-term debt 


11. Capital expenditures and 
commitments 
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at a purchase price of $4.49 per share, thus increasing its investment to 99.7%. As 
consideration the Company issued 114,092 Class A common shares at $11.78 per 
share for an aggregate stated value of $1,344,000. The stated value exceeds the net 
book value of the purchased shares by $238,000 and this excess has been 
allocated to ‘Properties held for development and sale’’ in the summarized balance 
sheet. 


In September 1979, the Company purchased 14% of the shares of Major from 
Fambau Limited, a company controlled by Abram Wiebe, a director of the Company 
and the President and Chief Executive Officer of Major, under the terms of an option 
obtained in 1976 (note 6). 


Interest deferred with respect to resource exploration and development in Western 
Canada amounted to $3,281,000 ($818,000 in 1979) and interest deferred with re- 
spect to the Petrosar gas inventory amounted to $5,442,000 ($1,214,000 in 1979.) 


Details of short-term borrowings at March 31, 1980 and 1979 are as follows: 


Nomina! interest March 31 
($000’s) rate at March 31, 1980 1980 1979 
Commercial paper 14.12% $ 50,250 $ 50,025 
Bank loans — unsecured 16.50% 13,189 25,653 
Bankers’ acceptances 14.15% 35,000 =_ 


$ 98,439 $ 75,678 


Details of the sinking fund debentures as at March 31, 1980 and 1979 are as 


follows: 
Long-term position 


Total Current 

($000’s) outstanding liability 1980 1979 
6%% 1961 Series, due July 15, 1981 $ 4,863 $ 89 $ 4,774 $ 5,400 
6%% 1963 Series, due August 15, 1983 6,583 68 6,515 7,300 
6%% 1965 Series, due September 1, 1985 9,049 368 8,681 9,275 
7%% 1967 Series, due January 5, 1987 9,325 46 9,279 9,875 
7%% 1968 Series, due August 1, 1988 13,955 13,955 14,844 
9%% 1970 Series, due April 1, 1990 200 200 200 
8% 1971 Series, due November 15, 1991 17,079 17,079 17,823 
8%% 1972 Series, due November 15, 

1992 13,379 13,379 13,938 
8% 1972 U.S. Series, due November 15, 

1992 (U.S. $9,300,000) 9,134 368 8,766 9,134 
8%% 1973 Series, due June 1, 1993 18,500 18,500 19,271 
11% 1974 Series, due August 15, 1994 24,119 24,119 25,000 
11%% 1975 Series, due September 15, 

1995 30,000 30,000 30,000 
10%% 1976 Series, due July 15, 1996 40,000 40,000 40,000 
10% 1978 Series, due February 15, 1998 50,000 50,000 50,000 
13%% 1980 Series, due March 31, 2000 60,000 60,000 
Total amounts per balance sheet $306,186 $939 $305,247 $252,060 


The U.S. Series is recorded at the exchange rate in effect at the date of issue. 
Based on the exchange rate at March 31, 1980, $11,080,000 Canadian would be 
required to discharge this series. 

Sinking fund requirements during the next five years ending March 31, are as 
follows: 1981 — $939,000; 1982 — $11,319,000; 1983 — $8,668,000; 1984 — 
$16,717,000; 1985 — $11,946,000. | 


Capital expenditures for utility plant of approximately $58,300,000 are planned for 
the fiscal year ending March 31, 1981. 

Under exploration and development joint venture agreements with Hudson’s Bay 
Oil and Gas Company Limited and Canadian Reserve Oil and Gas Ltd., the 


12. Capital stock and dividends 


Company is committed to minimum exploration expenditures of $8,000,000 by 
December 31, 1980 in addition to the $49,200,000 expended to March 31, 1980. 

Lease obligations for the utility are entered into in the ordinary course of business, 
principally for storage and land access rights in Ontario, the annual commitment for 
which is approximately $800,000. 


(a) Details of capital stock are as follows: 


March 31 
($000’s) 1980 1979 
Preference shares 
Authorized: 
Class A — 324,431 shares with a par value of $50 each 
Class B — 4,755,338 shares with a par value of $20 each 
Issued: 
Class A (see (b) below) 
126,231 Series A, 542% $ 6,312 $ 6,687 
90,000 Series B, 6% 4,500 4,500 
108,200 Series C, 5% 5,410 5,410 
Class B (see (c) below) 
1,065,338 Series 1, 8%% 21,306 24,931 
99,000 Series 2, variable 1,980 1,980 
1,940,000 Series 3, 7% 38,800 40,000 


78,308 83,508 
Common shares without par value 
Authorized: 
22,406,256 shares 
Issued: 
Class A — 17,990,394 shares 
ClassB— 600,042 shares 


18,590,436 84,743 POULT 


To be issued May 1, 1980 as a stock dividend — 9,1:16 Class B 
shares 103 280 


$163,154 $162,965 


(b) The Class A preference are cumulative and are redeemable as follows: 
Series A — at $50.50 per share at any time 
Series B — at $55.00 per share at any time 
Series C — at $51.00 per share until March 31, 1981 and $50.50 per share 
thereafter 

Under the conditions attaching to the Series A and Series C preference shares, 
the Company is committed to purchase shares on the open market for cancellation 
if their market prices fall to par or below as follows: 
Series A — in amounts up to $170,000 annually 
Series C — in amounts up to $140,000 annually 

As required by the Articles of the Company, a special allocation of retained 
earnings is shown on the books of the Company to reflect this commitment. During 
the fiscal year ended March 31, 1980, 7,506 Series A shares with an aggregate par 
value of $375,000 were purchased and cancelled. 


(c) The Class B preference shares, Series 1, are cumulative, redeemable and 
convertible shares. These shares were not redeemable prior to March 31, 1980. On 
and after that date, the shares are redeemable at the option of the Company at a 
redemption price of $21.40 per share if redeemed on or before March 31, 1981 and 
reducing annually in gradual amounts to $20 per share if redeemed after March 31, 
1985. In addition, these preference shares are convertible into common shares of 
the Company on or prior to March 31, 1985 at a rate which is currently 2.2 common 
shares for each preference share. 

The Class B preference shares, Series 2, are cumulative, redeemable and 
convertible shares. The dividend rate fluctuates to equate with the prime bank rate. 
These shares are redeemable at any time, at the option of the Company, at a 
redemption price of $20 per share and must be redeemed before August 3, 1987. 
These shares are also redeemable at the option of the holder up to May 3, 1987 ata 
redemption price of $20 per share and are convertible into common shares up to 
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May 3, 1987, at a rate of 2.2 common shares for each preference share. 

The Class B preference shares, Series 3, are cumulative and redeemable shares. 
Through the operation of a mandatory sinking fund, 60,000 of these shares will be 
redeemed on September 1 each year at a redemption price of $20 per share. Other 
than for sinking fund purposes, these shares are not redeemable prior to September 
1, 1983. On and after September 1, 1983 the shares will be redeemable at the 
option of the Company at a redemption price of $21 per share if redeemed prior to 
September 1, 1984 and thereafter at prices gradually reducing to $20 per share. 


(d) The Class A and B common shares are voting shares, interconvertible on a 
share for share basis and rank equally in all respects. During the year ended March 
31, 1980, a net total of 968,542 shares was converted from Class B to Class A 
common shares. The only distinction between the two classes of shares is that the 
Directors may elect to pay stock dividends on Class B common shares in lieu of 
cash dividends. 

In 1979 the Company transferred $22,500,000 from retained earnings to capital 
stock-common shares, out of 1971 capital surplus on hand. 


(e) Changes in the number of common shares issued during the 1980 fiscal year 
are as follows: 

181,252 Class B preference shares were converted into Class A common shares, 
reducing the number of authorized and issued Class B preference shares by 
181,252 and increasing the number of authorized and issued common shares 
by 398,754. 

50,676 Class A common shares were issued under stock option plans for senior 
employees for no cash consideration. 

114,092 Class A common shares with a stated value of $1,344,000 were issued 
in exchange for 300,000 common shares of Major Holdings & Developments 
Limited under the terms of an option agreement. (See note 6.) 

55,889 Class B common shares were issued as stock dividends. 


(f) Under a market growth stock option plan, senior employees are granted options, 
expiring after a period of six years from the date of granting, to acquire common 
shares of the Company for no cash consideration. The number of shares which may 
be received under the option increases with the growth in the market value of the 
common shares to a maximum of 50% of the options being exercised. 

At the year end options were oustanding which, if exercised, would result in the 
issue of 56,600 common shares, based on the market value of the common shares 
at the year end, and a maximum of 137,000 common shares over the next six years. 


(g) Dividends declared on capital stock are as follows: 


Year end March 31 
($000’s) 1980 1979 
Preference shares (rate per annum) — 
Class A: 
Series A — $2.75 per share $ 354 $ 369 
Series B — $3.00 per share 270 270 
Series C — $2.50 per share 271 282 
Class B: 
Series 1 — $1.75 per share 2,045 2,181 
Series 2 — $3.036 per share (current indicated rate) 269 208 
Series 3 — $1.40 per share 2,758 1,291 
Total preference dividends 5,967 4,601 
Common shares (current indicated rate per annum — 74¢ per share) 
Class A 13,173 12,062 
Class B* 427 1,223 
Total common dividends 13,600 13,285 
Total dividends $19,567 $17,886 


“Includes stock dividends of $420,000 for the year ended March 31, 1980 and 
$498,000 for the year ended March 31, 1979. 
The trust indentures providing for the issue of the Company’s debentures contain 


13. Cost of gas measurement 
adjustment 


14. Funds provided from operations 


15. Deferred income taxes — 
current 


16. Comparative figures 


17. Subsequent event 


certain restrictions regarding the amount that may be paid as dividends. Of the 
retained earnings at March 31, 1980 approximately $74,000,000 was free from 
limitation under the most stringent of these restrictions. 


As explained in the accounting policy ‘‘Gas sales and cost of gas’, the Company 
includes in the cost of gas an amount representing estimated gas measurement 
variations and unidentifiable losses based on the volume level, currently 4.7 bcf per 
annum, (previously 6 bcf per annum) recognized by the OEB in the determination of 
customer sales rates. At March 31, 1980, actual variations and gas losses were less 
than this level by approximately 2.5 bcf or $5,157,000 which has been recorded as 
deferred income and included in accounts payable on the Consolidated Balance 
Sheet. 


March 31 

($000’s) 1980 1979 
(restated) 

Net income for the year $23,711 $26,625 

Add (deduct) amounts which did not involve an outlay of funds 

Depreciation 18,183 16,051 
Deferred income taxes — non current 14,033 22,270 
Allowance for funds used during construction and interest deferred (4,178) (1,651) 
Miscellaneous 3,019 3,945 
$54,768 $67,240 

Funds provided from operations per common share $ 3.00 $ 3.75 


Deferred income taxes included in current liabilities relate to the following current 
assets; the premium over current replacement cost of the Petrosar gas inventory 
(note 2) and the unbilled gas included in Accounts Receivable (note 5). 


Certain comparative figures have been reclassified to conform with the current 
year’s presentation. 


On May 14, 1980 the Company announced its intention to purchase 1,000,000 
common shares of Numac Oil & Gas Limited (Numac) of Edmonton at a price of 
$41.00 per share. The purchase price will be satisfied by a cash payment of 
$28,500,000 and issuance by.the Company of 1,000,000 treasury common shares. 
This acquisition represents 10.7% of the outstanding common shares of Numac. 


Auditors’ Report 


To the Shareholders of Union Gas Limited: 
We have examined the consolidated balance sheet of Union Gas Limited as at 
March 31, 1980 and the consolidated statements of income, retained earnings and 
changes in financial position for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the circumstances. 
In Our opinion, subject to the receipt of regulatory and governmental approvals for 
the recovery of excess gas costs incurred under the Petrosar Limited gas supply 
agreement (note 2), these financial statements present fairly the financial position of 
the company as at March 31, 1980 and the results of its operations and the changes 
in its financial position for the year then ended in accordance with generally 
accepted accounting principles which, after giving retroactive effect to the change 
in the accounting policy for gas sales revenue as described in note 4, have been 
applied on a basis consistent with that of the preceding year. 


Toronto, Canada, hi La hewn Ra es. 


May 14, 1980. Chartered Accountants 
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Union Gas Limited 
Financial Statistics 
Revenues, expenses and net earnings (S000’s) 1980 
Operating revenues 
Gas sales $655,143 
Transportation and storage of gas 21,791 
Other 15,677 
692,611 
Operating expenses 
Cost of gas 522,819 
Operating and maintenance costs 65,737 
Depreciation and amortization 17,065 
Property and capital taxes 8,628 
614,249 
Operating income 78,362 
Other income 
Allowance for funds used during construction 897 
Major Holdings & Developments Limited 
Share of earnings (loss) (1,407) 
Interest on advances 819 
Other financial items 1,170 
1,479 
Income before interest, income taxes and 
extraordinary item 79,841 
Interest charges 
Long-term debt 24,032 
Short-term debt 17,823 
Less interest deferred (8,723) 
33,132 
Income before income taxes and extraordinary item 46,709 
Income taxes 22,998 
Income before extraordinary item 23,711 
Write-off of expenditures in Canadian Arctic 
Gas Study Limited = 
Net income for the year 23,711 
Dividend requirements on preference shares 5,960 
Earnings applicable to common shares $ 17,751 
Basic earnings per common share* $ .97 
Fully diluted earnings per common share $ .96 
Dividends declared per common share* * $ 74 


* On basis of the weighted average number of shares outstanding during the year. 


** Annual rate per class A common share at year end. 
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Fiscal years ended March 31 


1979 


587,673 
20,920 
14,099 


622,692 


462,985 
59,454 
15,161 

7,774 

545,374 


11,318 


833 


932 
945 
755 


2,665 - 


79,983 


24,420 
7,195 
(2,032) 


29,583 
50,400 
23; Cio 
26,625 


26,625 
4,835 
21, (90 
V2) 


lS 
14 


$ 


AAPAHAP HF 


1978 


506,884 
24,613 
11,910 


543,407 


391,209 
54,613 
13,549 

ayes! 


466,494 
76,913 


1,250 


fale 
120 
529 


2,614 
19,020 


20,698 
5,045 
(29) 
25,714 
53,813 
25,158 
28,655 


3,940 
24,715 
3,283 
21,432 
1.41 


1.32 
14 
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1977 


444,635 
17,159 
10,372 


472,166 


331,644 
50,326 
12,216 

6,127 


400,313 
71,853 


503 


991 
242 
812 


2,048 
74,401 


19,363 
6,531 


25,894 
48,507 
22,904 
25,603 


25,603 
3,158 
22,445 
1.43 
1.32 
.69 


$ 


APAHA HF 


1976 


305,877 
13,281 
9.128 


328,286 


213,023 
43,918 
8,953 
5,156 


271,050 
57,236 


505 


403 
215 
973 


1,696 
98,932 


15,219 
4,349 


19,568 
39,364 
19,043 
20,321 


20,321 
3,180 
17,141 
1.13 
1.08 
64 


$ 


AAA HF 


1975 


224,177 
10,544 
6,874 


241,595 


145,981 
36,991 
8,127 
4,332 


195,431 
46,164 


975 


193 
131 
587 


1,886 


~ Union Gas Limited 


Financial Statistics 


Condensed balance sheet ($000’s) 


Assets 
Current assets 
Investment in and advances to 
Major Holdings & Developments Limited 


Utility properties 
Less accumulated depreciation 
Net 
Western Canada resource exploration and 
development costs 
Deferred charges 
Total 
Liabilities 
Current liabilities 
Long-term debt 
Deferred income taxes 
Shareholders’ equity 
Preference shares 
Common shares 
Retained earnings 


Total 


Capital expenditures 
Utility properties 
Plant additions 
Plant replacements 
Less gross value of plant retired 


Net additions 


Western Canada resource exploration and 
development expenditures (net) 


1980 


$223,257 
16,604 


653,404 
118,176 


535,228 


71,527 
9,169 


$855,785 


$193,526 
305,247 
114,338 


78,308 
84,846 
79,520 


$242,674 
$855,785 


$ 35,187 
22,736 
5,451 


52,472 


25,524 


Capital structure — per cent based on above amounts 


Long-term debt 
Preference shares 
Common equity 


Total 


Equity per common share (000’s) 
Common shares outstanding 
Equity per share 


55.7% 
14.3% 
30.0% 


100.0% 


18,590 
$ 8.84 


Fiscal years ended March 31 


1979 


$182,776 
14,393 


600,932 
105,698 


495,234 


46,003 
9,692 


$748,098 


$157,236 
252,060 
100,305 


83,508 
79,457 
75,532 


238,497 
$748,098 


$ 38,132 
22,800 
6,921 


54,011 
35,138 


51.4% 
17.0% 
31.6% 


100.0% 


17,971 
$ 8.62 


1978 


$145,881 
10,056 


546,921 
96,712 


450,209 


10,865 
13,473 


$630,484 


$104,833 
257,578 
78,035 


44,149 
56,468 
89,421 


190,038 
$630,484 


$ 41,038 
sEora Ward 
4,137 


55,078 
8,080 


57.5% 
9.9% 
32.6% 


100.0% 


17,941 
$8.18 


1977 


$124,771 
9,662 


491,843 
87,056 


404,787 


2,785 
TT SEY 


$559,716 


$ 96,581 
212,220 
70,940 


42,445 
56,393 
81,137 


179,975 
$559,716 


$ 33,554 
15,179 
4,146 


44,587 
978 


54.1% 
10.8% 
35.1% 


100.0% 


17,933 
o..0.6F 


1976 


$125,452 
4,093 


447,256 
78,765 


368,491 


1,807 
16,006 


$515,849 


$119,397 
187,506 
63,890 


43,014 
31,346 
70,696 


145,056 
$515,849 


$ 34,721 
10,049 
4,034 


40,736 


56.4% 
12.9% 
30.7% 


100.0% 


15,1142 
S$. 675 


1975 


$ 81,675 
4,037 


406,488 
73,351 


333,137 


1,839 
13,751 


$434,439 


> 15.217 
164,908 
56,334 


43,309 
31,346 
63,325 


137,980 
$434,439 


$ 36,012 
6,866 
2,314 


40,564 
589 
54.4% 


14.3% 
31.3% 


100.0% 


15,112 
$ 6.26 
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Union Gas Limited 


Financial Statistics 


Consolidated statement of changes in financial 
position ($000’s) 


Funds provided 

From operations 

Long-term debt 

Common shares issued 

Preference shares issued 

Common shares issued 
Conversion of preference shares 
For shares of Major Holdings & 

Developments Limited 


Funds applied 
Expenditures on utility properties 
Western Canada resource exploration 
and development expenditures 
Retirement of long-term debt 
Dividends declared 
Common shares 
Preference shares 
Preference shares 
Purchased for cancellation 
Converted to common shares 
Canadian Arctic Gas Study Limited expenditures 
Major Holdings & Developments Limited 
Purchase of common shares 
Advances 
Deferred charges and other items 


Increase (decrease) in working capital 


Changes in working capital components 
Accounts receivable 
Inventories 
Gas in underground storage 
TransCanada PipeLines supply 
Petrosar Limited (displacement equivalent) 
Short-term borrowings 
Other working capital components 


Increase (decrease) in working Capital 


Funds provided from operations per common share 
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Fiscal years ended March 31 


1980 1979 1978 1977 1976 1975 

$ 54,768 $ 67,240 $ 51,147 $ 45,737 $ 37,373 $ 32,129 
59,500 as 48,930 - 39,151 29,482 = 27,500 

= = = 18,929 = = 

= 39,696 1,980 s = 24,049 
3,625 2 64 2 ia: = 
1,344 = is 4,970 ae . 
$119,237 $106,938 $102,121 $108,789 $ 66,805 $ 83,700 
$ 57,274 $ 60,340 $ 58,468 $ 48,653 $ 44,310 $ 41,832 
22,422 34,459 8,125 eA 610 998 
6,813 5,518 4,642 15,286 7,402 16,691 
13,180 12,787 13,050 10,758 9,672 9,672 
5,967 4,601 3,283 3,158 3,180 998 
1,575 638 212 569 295 105 
3,625 2 64 2 = = 
=: = 1,288 1,879 1,887 889 
1,352 2 10 5,275 120 2,800 
2,500 4,000 e as = = 
338 99 121 (137) (268) 54 
115,046 122,446 89,263 86,654 67,208 74,039 
$ 4,191 $(15,508) $ 12,858 $ 22,135 $ (403) $ 9,661 
$ 22,651 $ 3,104 $ 9,662 $ 21,625 $ 8973 $ 13,323 
(20,528) 9,595 7,648 (22,772) 36,021 10,026 
36,425 23,792 2,383 = 4 = 
(22,761) (42,980) (11,159) 39,202 (41,721) 2,585 
(11,596) (9,019) 4,324 (15,920) (3,676) (16,273) 
$ 4,191 $(15,508) $ 12,858 $ 22,135 $ (403) $ 9,661 
$ 300.$ 3.75°$ 285° $ $290.5" 247s 


Union Gas Limited 


Other Financial Statistics 


($000's) 1980 


Rate of return on common equity 
Earnings applicable to common shares 
(before extraordinary item) $ 17,751 
Average common equity during year 159,678 
Rate 11.1% 


Interest coverage 
Number of times interest charges (net) 


covered by operating income 2.4 
Market value of common shares 
High 12% 
Low 10 
Close 10% 


Dividend pay-out ratio for common shares 
Ratio of dividends declared to earnings to common 74.2 


Fiscal years ended March 31 


or 


$ 21,/90 $ 25,372 $$ 22,445 
150,439 
14.5% 


2.6 


12 
9% 
10% 


58.7 


1976 


S 17,141 


98,357 
17.4% 


Hees) 


8"% 
6'% 
T% 


56.4 


Union Gas Limited 


Operating Statistics 


Gas marketing 


Customers (end of year) 
Residential 
Commercial 
Industrial 
Other utilities 


Total 


Sales 
Residential 
Commercial 
Industrial 
Other utilities 


Total 


Revenue ($000’s) 
Residential 
Commercial 
Industrial 
Other utilities 


Total 
Average gas use per customer 


Residential 
Commercial 


Degree day deficiency (celsius) * 


Gas supply 
Source 
Pipeline suppliers 
Ontario producers 
Petrosar 
Produced from Company wells 


Total 


Storage and transmission operation 
Gas delivered for other utilities under 
storage and transportation contracts 
Gas into storage 
Gas out of storage 
Maximum day send out 
From storage 
From total system 


System facilities 

Kilometres of pipelines 
Gathering and storage 
Transmission 
Distribution 

Total pipelines 

Compressor station 
horsepower / kilowatts 


Working storage capacity 


1980 
(metric) 


1 410 
1189 
4 258 

179 


7 036 


3 567 
27 267 


4 024 


6 696 
118 
215 
18 


7 047 


4 837 


1 966 
2 264 


49 
74 


513 
2 876 
13 037 


16 426 


89 927 
2 731 


1980 


403,647 
44,734 
4,807 

7 


453,195 


50,031 
42,196 
151,123 
6,436 


249,786 


$176,575 
117,601 
345,633 
15,334 


$655,143 


126.6 
967.8 


236,366 
4,181 
7,576 

645 


248,768 


170,763 


69,398 
79,928 


1,713 
2,615 


120,545 
96,395 


Fiscal years ended March 31 


LOTS 


391,288 
43,676 
4,573 

8 


439,545 


49,993 
42,357 
140,079 
6,356 


238,785 


$164,084 
109,341 
299,738 
14,510 


$587,673 


130.0 
991.4 


4091 


242,282 
4,829 
6,680 

887 


254,678 


185,409 


82,985 
77,524 


1,699 
2,046 


575 
2 855 
12 648 


16 078 


120,545 
96,395 


1978 


381,685 
42,380 
4,397 

8 


428,470 


49,709 
41,358 
145,160 
5,835 


242,062 


$140,765 
92,346 
262,462 
11,311 


$506,884 


132.8 
995.9 


4 166 


253,778 


161,282 


85,171 
71,945 


1,439 
2,381 


589 
2 ote 
12 313 


15 774 


120,545 
96,395 


VRS Tars 


371,731 
41,481 
4,360 

9 


417,581 © 


52,507 
42,581 
144,969 
6,196 


246,253 


$127,057 
83,166 
224,098 
10,314 


$444,635 


144.2 
1,057.3 


4 338 


226,644 
3) 180 


631 
230,460 


178,632 


99,754 
84,939 


1,426 
2,460 


660 
2 896 
12 008 


15 564 


94,145 
92,490 


1976 


360,943 
39,252 
4,266 
10 


404,471 


46,319 
39,137 
142,470 
5,853 


233,779 


$ 83,456 
57,764 
157,844 
6,813 


$305,877 


131.3 
1019.9 


3751 


254,164 
3,205 


2,400 
259,769 


166,393 


74,331 
51,061 


1,248 
2,231 


679 
2919 
11 625 


to223 


92,985 
87,384 


1979 


389,700 


46,021 
38,115 
143,975 
5,656 


233,/67 


$ 65,369 
43,670 
110,522 
4,616 


$224,177 


135.4 
1,020.3 


3 849 


242,244 
3,790 


ioe 
247,793 


168,966 


55,320 
52,422 


70 
1,879 


677 
2 864 
11 316 


14 857 


73,785 
1,996 


Bere, measurement is known as Si(Systéme International d’Unités). For 1980 gas volumes are stated in million cubic foe (MMCF) and million cubic metres 
(10©M), except for average gas use per customer, which is stated in thousand cubic feet (MCF) and cubic metres (M°). Degree day deficiency and pipeline 
length is expressed in SI units for all years and compressor station figures for 1980 are expressed in both measures. 


*Normal degree day deficiency is 3 907. 
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Union Gas Limited 


Head Office: 50 Keil Drive North, 
Chatham, Ontario N7M 5M1 
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Corporate information 


Transfer agent 


Canada Permanent Trust Company 
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Registrars 


Canada Permanent Trust Company 
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Crown Trust Company 
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Stock exchange listings 


Common shares 
Class A and B 
The Toronto Stock Exchange 
Montreal Stock Exchange 
Preference shares 
Class A — 5%% and 6% 
Class B — 8%% 
The Toronto Stock Exchange 


Stock symbol — UNG 


Common share prices — Fiscal 1980 


Fiscal quarter High Low 
April 1-June 30 $12 $10% 
July 1-Sept. 30 12% 11% 
Oct. 1-Dec. 31 12% 10% 
Jan. 1-Mar. 31 12% 10 


Union Gas common shares are owned 
97% by Canadian residents. Geograph- 
ical distribution of the holders of the 

Class A and Class B Common Shares 


at March 31, 1980 is as follows: 


Number of Number of 

shareholders shares 

Alberta SAS 1,288,092 
British Columbia 1,090 520,917 
Manitoba 335 1,627,682 
New Brunswick 176 51,414 
Newfoundland 24 8,873 
Northwest Territories 1 132 
Nova Scotia 354 189,294 
Ontario 10,398 11,507,699 
Prince Edward Island 31 17,140 
Quebec Las 2,173,684 
Saskatchewan 140 134,486 
Yukon 2 400 
Total Canadian 14,501 18,119,813 
United States 652 389,479 
Other Countries 92 81,144 
Total 14,945 18,590,436 
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